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PREFATORY NOTE TO THE FIRST EDITION. 


The statutory provisions relating to income-tax are contained 
in Parts I and 11 of this Manual. Part I contains the Income- 
tax Act and the relevant portion of the Finance Act, and Part 
II contains the rules made under the Act. 

Part III contains instructions and notes designed to assist 
income-tax authorities in the determination of questions which 
are bound to arise in assessments under the new Act. These 
instructions and notes have no statutory force but income-tax 
authorities should conduct assessments in accordance with them 
until they are cancelled or amended, unless in any particular 
instance the Income-tax Commissioner should desire to suspend 
action on any particular instruction pending a representation to 
the Board of Inland Revenue. 

Part IV^ contains selected rulings of the High Courts. 

In the marginal references “ R ” means a rule in Part II, 
“ S ” a section of the Act in Part I, and “ P ” a paragraph in 
Part III of the Manual. 

Simla; | G-. Gr. SIM, 

The 10th April 1922. ) Member, Board of Inland Revenue. 


*No'w published separately as Volume II. 
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PART L 

INCOME-TAX ACT, 1922 
(XI OF 1922). 



ACT No. XI OF 1922, as subsequently amended. 

An Act to consolidate and amend the laic relating to Income-tacc 

and Su'per-tao) .■ 

'\\'HEREAS it is expedient to consolidate and amend the law 
relating to Income-tax and Super -tax; It is hereby enacted as 
follows : — 

1. {l) This Act may be called the Indian Income-tax Act, 

Short title, extent 1922 
and commencement. ' 

yS) It extends to the whole of British India, including p, 
British Baluchistan and the Sonthal Parganas, and applies 
also, within the dominions of Princes and Chiefs in India in 
alliance with His hlajesty, to British subjects in those dominions 
who are in the service of the Government of India or of a local 
authorit)’ established in the exercise of the powers of the Gover- 
nor General in Council in that behalf, and to all other servants 
of His Majesty in those dominions. 

(0) It shall come into force on the first day of April, 1922. 

2. In this Act, unless there is anything repugnant in the 

Definitions. subject or coutext, — 

(1) " agricultural income” means — P. 2„. 

(a) any rent or revenue derived from land which is used 
"for agricultural purposes, and is either assessed 
to land-revenue in British India or subject to a 
local rate assessed and collected by oflicers of Gov- 
ernment as such; 

(&) any income derived from such land by — 

(^) agriculture, or 

(n) the performance by a cultivator or receiver of 
rent-in-kind of any process ordinarily employ- 
ed by a cultivator or receiver of rent-in-kind 
to render the produce raised or received by 
him fit to be taken to market, or 

{Hi) the sale by a cultivator or receiver of rent-in- 
kind of the produce raised or received by him, 
in respect of which no process has been per- 
formed other than a process of the nature 
described in sub-clause (ii); 
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(c) any income derived from any building owned and 
"occupied by the receiver of tbe rent or revenue of 
any such land, or occupied by the cultivator, or 
the receiver of rent-in-kind, of any land with res- 
pect to which, or the produce of which, any opera- 
tion mentioned in sub-clauses (m) and {in) of clause 
(&) is carried on : 

Provided that the building is on or in the immediate 
vicinity of the land, and is a building which the 
receiver of the rent or revenue or the cultivator or 
the receiver of the rent-in-kind by reason of his 
connection with the land, requires as a dwelling- 
house, or as a store-house, or other out-building; 

P. 3. \2) “ assessee ” means a person by whom Income-tax is pay- 

able; 

{3) “ Assistant Commissioner ” means a person appointed 
to be an Assistant Commissioner of Income-tax under section 5 ; 

(4) ‘ ‘ business ’ ’ includes any trade, commerce, or manu- 
facture or any adventure or concern in the nature of trade, com- 
merce or manufacture; 

*{4A) “ The Central Board of Eevenue ” means the Central 
Board of Revenue constituted under the Central Board of 
Revenue Act, 1924; 

(5) Commissioner ” means a person appointed to be a 
Commissioner of Income-tax under section 5 ; 

P. 4. {6) “ company ” means a company as defined in the Indian 

Companies Act, 1913, or formed in pursuance of an Act of 
Parliament or of Royal Charter or Letters Patent, or of an Act vii of ms. 
of the Legislature of a British possession, and includes any for- 
eign association carrying on business in British India wliether 
incorporated or not, and whether its principal place of business 
is situate in British India or not, which the '^Central Board of 
Revenue majq by general or special order, declare to be a com- 
pany for the purposes of this Act; 

(7) ” Income-tax Officer ” means a person appointed to be 
an Income-tax Officer under section 5 ; 

{8) ‘'Magistrate” means a Presidency Magistrate or a 
Magistrate of the first class, or a Magistrate of the second class 
specially empowered by the Local Government to try offences 
against this Act ; ' 

* This clause was inserted by the Central Board of Eevenue Act, 1924 (IV of'ia24.V 

t Amended by the Central Board of Eevenue Act, 1924. 
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(9) ‘ person ” includes a Hindu undivided family ; 

(10) “ prescribed ” means prescribed b}'' rules made under 
this Act ; 

(11) ” Previous year ” means — 

(a) the twelve months ending on the 31st day of March 
next preceding the year for which the assessment 
is to be made, or, if the accounts of the assessee 
have been made up to a date within the said twelve 
months in respect of a year ending on any date 
other than the said 31st day of March, then at the 
option of the assessee the year ending on the day 
to which his accounts have so been made up : 

Provided that, if this option has once been exercised 
by the assessee, it shall not again be exercised so 
as to vary the meaning of the expression “ pre- 
vious year ” as then applicable to such assessee 
except with the consent of the Income-tax Officer 
and upon such conditions as he may think fit; or 

(&) in the case of any person, business or company or 
class of person, business or company, such period 
as may be determined by the Central Board of 
Pevenue or by such authority as the Board may 
authorise in this behalf ; 

{1'2) principal officer,’' used with reference to a local 
authority or a company or any other public body or any^ associa- 
tion, means — 

(a) the secretary, treasurer, manager or agent of the 

authority, company, body or association, or 

(b) any person connected with the authority, company, 

body or association upon whom the Income-tax 
Officer has served a notice of his intention of 
treating him as the principal officer thereof; 

(13) “public servant” has the same meaning as in the' 
XLV of 1860 . Indian Penal Code ; 

(14) “ registered firm ” means a firra constituted under an 
instrument of partnership specifying the individual shares of 
the partners of which the prescribed particulars have been regis- 
tered with the Income-tax Officer in the prescribed manner; 

(15) “ total income ” means total amount of income, profits 
and gains from all sources to which this Act applies computed 
in the manner laid down in section 16; and 

(16) “unregistered firm” means a firm which is not a 

registered firm. 

* Amended by the Income-tax (Amendment) Act, 1924 (XI of 1924). 


P. 5. 


P. 6, 7. 


P. 8. 
P. 9. 

R.2-6. 
P. 10. 


P. 9. 
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CHAPTER I. 
Charge of Income-tax. 


P, 5j 
10 , 11 , 
13, 13, 
14. 


?. 13, 
14, 15. 


P.14. 


P. 16, 
‘.30, 58, 


P.17. 


3. Where any Act of the Indian Legislature enacts that in- 
come-tax shall be charged for any year at any 
Charge of income-tax. lates applicable to the total income of 

an assessee, tax at the rate or those rates shall be charged for 
that year in accordance with, and subject to the pro\dsions of, 
this Act in respect of all income, profits and gains of the previous 
year of every* individual^ Hindu imdivided family, comyavy. 
firm and other association of individuals A 


4. (1) Save as hereinafter provided, this Act shall apply to 
all income, profits or gains, as described or 
Application o Act. comprised in section 6, from whatever source 

derived, accruing or arising, or received in British India, or 
deemed under the provisions of this Act to accrue, or arise, or 
to be received in British India. 


{2) Profits and gains of a business accruing or arising with- 
out British India to a person resident in British India j; “ shall, 
if they ou'e received in or brought into British India, he deemed 
to have accrued or arisen in British India and to he yrofits and 
gains of the year in lohich they are so received or hr ought, not- 
withstanding the fact that they did not so accrue or arise in 
that year, provided that they are so received or brought in 
within three years of the end of the year in which they accrued 
or arose. 


Exflanation . — Profits or gains accruing or arising without 
British India shall not be deemed to be received or brought into 
British India within the meaning of this sub-section by reason 
only of the fact that they are taken into account in the balance 
sheet prepared in British India. 

(5) This Act shall not apply to the following classes of 
income ; — 


{i) Any income derived from property held under trust 
or other legal obligation wholly for religious or 
charitable purposes, and in the case of property 
so held in part only for such purposes, the income 


♦Amended by the Income-tax (Amendment) Act. 1924 (XI of 1924). 

+ Note. — The amendments made in Sections 5. 55 and 56 of the Act hy the Indian 
Income-tax (Amendment) Act. 1924 (XI of 1924) 'shall have effect as if they had been 
made on the hrst day of April 1925, and income-tax and super tax shall be deemed 
to have been chargeable for the vear commencing on that date and to be chargeable for 
•the year commencing on the first day of April, 1924, at the rate or rates applicable for 
those years to the total income of an individual, in respect of the income, profits and 
gain^ and of the total income, respectively, of every Association of individuals for 
vwhich no rate of tax has been otherwise laid down by‘law. 

JtA,mendfid by the Income-tax (Further Amendment) Act, 1925 (XXVII of 1923). 
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IX of 1897. 


applied, or finally set apart for application, there- 
to. 

{ii) Any income of a religious or charitable institution 
derived from voluntary contributions and appli- 
cable solely to religious or charitable purposes. 

{Hi) The income of local authorities. 

{iv) Interest on securities which are held by, or are the 
property of, any Provident Fund to which the 
Provident Funds Act, 1897, applies,* * * * 
{v) Any capital sum received in commutation of the 
whole or a portion of a pension, or in the nature 
of Consolidated compensation for death or injuries, 
or in payment of any insurance i^olicy, or as the 
accumulated balance at the credit of a subscriber 
to any such Provident Fund. 

{vi) Any special allowance, benefit or perquisite specifi- 
cally granted to meet expenses wholly and neces- 
sarily incurred in the performance of the duties 
of an office or employment of profit. 

{mi) Any receipts not being receipts arising from busi- . 
ness or the exercise of a profession, vocation or 
occupation, which are of a casual and non-recur- 
ring nature, or are not by way of addition to the 
remuneration of an employe. 

{mii) Agricultural income. 

In this sub-section charitable purpose ” includes relief of 
the poor, education, medical relief, and the advancement of any 
other object of general public utility. 


CHAPTER II. 

Income-tax Authorities. 

5. (1) There shall be the following classes of Income-tax 

Income-tax autho- authorities for the purposes of this Act, 
rities. namcl}'^ ; — 

{a) the Central Board of Revenue, 

(&) Commissioners of Income-tax, 

(c) Assistant Commissioners of Income-tax, and 

{d) Income-tax Officers. 

4 *^ ^ ^ ^ ^ ^ 


P.18, 

19. 

P.18. 

P. 20v 

P.21. 

P. 2. 

P.22. 


* Repealed by the Income-tax (Amendment) Act, 1924 (XI of 1924). 
t Repealed by the Central Board of Revenue Act, 1924 (IV of 1924). 
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(3) There shall be a Commissioner of Income-tax for each 
province who shall be appointed by the Governor General in 
Council after consideration of any recommendation made by the 
Local Government in this behalf. 

(4) Assistant Commissioners of Income-tax and Income-tax 
Officers shall, subject to the control of the Governor General in 
Council, be appointed by the Commissioner of Income-tax by 
order in writing. They shall perform their functions in respect 
of such classes of persons and such classes of income and in res- 
pect of such areas as the Commissioner of Income-tax may 
direct. The Commissioner may, by general or special order in 
writing, direct that the powers conferred on the Income-tax 
Officer and the Assistant Commissioner by or under this Act 
shall, in respect of any specified case or class of cases, be exer- 
cised by the Assistant Commissioner and the Commissioner,' res- 
pectively, and, for the purposes of any case in respect of which 
such order applies, references in this Act or in any rules made 
hereunder to the Income-tax Officer and the Assistant Commis- 
sioner shall be deemed to be references to the Assistant Commis- 
sioner and the Commissioner, respectively. 

(5) The Central Board of Eevenue may, by notification in the 
Gazette of India, appoint Commissioners of Income-tax, Assist- 
ant Commissioners of Income-tax and Income-tax Officers to- 
perform such functions in respect of such classes of persons or 
such classes of income, and for such area, as may be specified in 
the notification, and thereupon the functions so specified shall 
cease, within the specified area, to be performed, in respect of 
the specified classes of persons or classes of income, by the au- 
thorities appointed under sub-sections (3) and (4). 

{6) Assistant Commissioners of Income-tax and Income-tax 
Officers appointed under sub-section (4) shall, for the purposes 
of this Act, be subordinate to the Commissioner of Income-tax 
appointed under sub-section (5) for the province in which they 
perform their functions. 

CHAPTER III. 

Taxable Income. 

P. 12. Save as otherwise provided by this Act, the following- 

Heads of income ^leads of incomc, profits and gains, shall be- 
chargeable to income- chargeable to income-tax in the manner here- 
inafter appearing namely : — 

(i) Salaries. 

(w) Interest on securities. 

(m) Property. 
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Professional earnings. 


{iv) Business. 

(v) 

(vi) Other sources. 

7. (l) The tax shall be payable by an assessee under the 

Salaries head “ Salaries ” in respect of any salary or 

® ^ wages, any annuity, pension or gratuity, and 

any fees, commissions, perquisites or profits received by him in 
lieu of, or in addition to, any salary or wages, which are paid 
by or on behalf of Government, a local authority, a company, 
or any other public body or association, or by or on behalf of any 
private employer : 

^Ex'planation . — The right of a person to occupy free of rent 
as a place of residence any premises provided by his employer is 
a perquisite for the purposes of this sub-section. 

Provided that the tax shall not be payable in respect of any 
sum deducted under the authority of Government from the salary 
of any individual for the purpose of securing to him a deferred 
annuity or of making provision for his wife or children, pro- 
vided that the sum so deducted shall not exceed one-sixth of the 
salary. 

{2) Any income which would be chargeable under this head 
if paid in British India shall be deemed to be so chargeable if 
paid to a British subject or any servant of His Majesty in any 
part of India by Government or by a local authority established 
by the Governor General in Council. 

8. The tax shall be payable by an assessee under the head 

' . . “ Interest on securities ” in respect of the in- 

nterest on securities, receivable by him on any security of the 

Government of India or of a Local Government, or on deben- 
tures or other securities for money issued by or on behalf of a 
local authority or a company ; 

Provided that no income-tax shall be payable on the interest 
receivable on any security of the Government of India issued or 
declared to be income-tax free : 

Provided, further, that the income-tax payable on the inter- 
est receivable on any security of a Local Government issued in- 
come-tax free shall be payable by that Local Government. 

9. {!) The tax shall be payable by an assessee under the head 

'‘Property” in 'respect of the l)ond fide 
roperty. annual value of property consisting of any 
buildings or lands appurtenant thereto of which he is the owner, 


Ini,e>-fcd by the Income-tax (Amendment) Act, 1925 {XV of 1953;. 


P. 20, 
21, 23. 


P. 10, 
53. 


P. 1, 14, 
24. 


P. 15, 
26. 


P. 10. 


P.27, 
29, 30. 



P. S9. 

P. 30. 


P. 31. 


P. 50. 

P. 32. 
R. 7.- 
P. 33. 


P. 34. 
P. 28. 


R. 35, 
48. 

P. 35, 
37, 38. 

P. 39. 


other than such portions of such property as he may occupy for 
the purposes of his business, subject to the following allowances, 
namely : — 

(i) where the property is in the occupation of the owner, 
or where it is let to a tenant and the owner has un- 
dertaken to bear the cost of repairs, a sum equal to 
one-sixth of such value ; 

(ii) where the property is in the occupation of a tenant 
who has undertaken to bear the cost of repairs, the 
difference between such value and the rent paid by 
the tenant up to but not exceeding one sixth of 
such value; 

(m) the amount of any annual premium paid to insure 
. the property against risk of damage or destruc- 
tion ; 

(iv) where the property is subject to a mortgage or charge 

or to a ground rent, the amount of any interest on 
such mortgage or charge or of any such ground 
rent ; 

(v) any sums paid on account of land-revenue in respect 

of the property ; 

{vi) in respect of collection cliarges, a sum not exceeding 
the prescribed maximum ; 

{vii) in respect of vacancies, such sum as the Income-tax 
Officer may determine having regard to the cir- 
cumstances of the case : 

Provided that the aggregate of the allowances made under 
this sub-section shall in no case exceed the annual value. 

(2) For the purposes of this section, the expression “ annual 
value ’ ’ shall be deemed to mean the sum for which the property 
might reasonably be expected to let from year to year : 

Provided that, where the property is in the occupation of the 
owner for the purposes of his own residence, such sum shall, for 
the purposes of this section, be deemed not to exceed ten per cent, 
of the total income of the owner. 

10. (l) The tax shall be payable by an assessee under the 
^ . head ' ‘ Business ’ ’ in respect of the profits or 

±j11S1I10SS • ^ 

gams of any business carried on by him. 

{2) Such profits or gains shall be computed after making the 
following allowances, namely : — 

(i) any rent paid for the premises in which such busi- 
ness is carried on, provided that, when any sub- 
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stantial part of the premises is used as a dwelling- 
house by the assessee, the alloTvance under this 
clause shall be such sum as the Income-tax Officer 
may determine having regard to the proportional 
part so used; 

(n) in respect of repairs, where the assessee is the tenant 
only of the premises, and has undertaken to 
bear the cost of such repairs, the amount paid on 
account thereof, provided that, if any substantial 
part of the premises is used by the assessee as a 
dwelling-house, a proportional part only of such 
amount shall be allowed ; 

{Hi) in respect of capital borrowed for the purposes of 
the business, where the payment of interest there- 
on is not in any way dependent on the earning of 
profits, the amount of the interest paid; 

Ex'planation . — Recurring subscriptions paid periodical- 
ly by shareholders or subscribers in such Mutual 
Benefit Societies as may be prescribed, shall be 
deemed to be capital borrowed within the meaning 
of this clause ; 

{iv) in respect of insurance against risk of damage or 
destruction of buildings, machinery, plant, furni- 
ture, stocks or stores, used for the purposes of the 
bumness, the amount of any premium paid; 

{€) in respect of current repairs to such buildings, 
machinery, plant, or furniture, the amount paid 
on account thereof ; 

{%t) in respect of depreciation of such buildings, 
machinery, plant, or furniture being the property 
of the assessee, a sum equivalent to such percent- 
age on the original cost thereof to the assessee as . 
may in any case or class of cases be prescribed : 

Provided that — 

{a) the prescribed particulars have been duly furnished; 

(&) where full effect cannot be given to any such allowance 
in any jmar owing to there being no profits or gains 
chargeable for that year, or owing to the profits 
or gains chargeable being less than the allowance, 
the allowance or part of the allowance to which 
effect has not been given, as the case may be, shall 
be added to the amount of the allowance for depre- . 


P.40. 

P.41. 

P. 42. 

P.40. 

P.45. 

E. 8-9. 



10 


P.44, 


P. 45, 50. 

P.37, 

46, 48. 

P. 35. 

P. 35. 

P. 50. 

P. 14. 


ciation for the following year and deemed to be 
part of that allowance, or, if there is no such .al- 
lowance for that year, be deemed to be the allow- 
ance for that year, and so on for succeeding years ; 
and 

(c) the aggregate of all such allowances made under this 
Act or any Act repealed hereby, or under the 
Indian Income-tax Act, 1886, shall, in no case, ex- 
ceed the original cost to the assessee of the build- 
ings, machinery, plant, or furniture, as the case 
may be ; 

{'cii) in respect of any machinery or plant which, in con- 
sequence of its having become obsolete, has been 
sold or discarded, the difference between the ori- 
ginal cost to the assessee of the machinery or plant 
as reduced by the aggregate of the allowances made 
in resjDect of depreciation under clause {vi), or any 
Act repealed hereby, or the Indian Income-tax 
Act, 1886, and the amount for which the machin- 
ery or plant is actually sold, or its scrap value; 

{viii) any sums paid on account of land-revenue, local rates 
or municijial taxes in respect of such part of the 
premises as is used for the purposes of the busi- 
ness; 

{ix) any expenditure (not being in the nature of capital 
expenditure) incurred solely for the purpose of 

- earning such profits or gains. 

(5) In sub-section (2), the word “ paid ” means actually paid 
or incurred according to the method of accounting upon the basis 
of which the profits or gains are computed under this section. 

11. (I) The tax shall be payable by an assessee under tlie 

Profession.! earnings. “Professional earnings ” in respect of 

the profits or gains oi any proiession or voca- 
tion followed by him. 

{2) Such profits or gains shall be computed after making al- 
lowance for any expenditure (not being in the nature of capital 
expenditure) incurred solely for the iDurjioses of such profession 
or voca.tion, provided that no allowance shall be made on account 
of any personal expenses of the assessee. 

(5) Prof essional fees paid in any part of India to a person 
ordinarily resident in British India shall be deemed to be pro- 
fits or gains chargeable under this head. 


II of IS 


II of 18 
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12. (1) The tax shall be payable by an assessee under the P. 27. 

Other sources. head Other sources '' in respect of income, 

* profits and gains of every kind and from every 

source to which this Act applies (if not included under any of 
the preceding heads). 

{£) Such income, profits and gains shall be computed after P. 49 , 
making allowance for any expenditure (not being in the nature 50. ' 
oi capital expenditure) incurred solely for the purpose of making 
or earning such income, profits or gains, provided that no allow- 
ance shall be made on account of any personal expenses of the 
assessee. 

13. Income, profits and gains shall be computed, for the pur- P. 35, 

Method of accounting. sections 10, 11 and 12, in accordance 36, 47. 

■^vith the method of accounting regularly em- 
ployed by the assessee : 

Provided that, if no method of accounting has been regular- 
ly employed, or if the method employed is such that, in the opi- 
nion of the Income-tax Officer, the income, profits and gains can- 
not properly be deduced therefrom, then the computation shall 
be made upon such basis and in such manner as the Income-tax 
Officer may determine. 

14. (2) The tax shall not be payable by an assessee in respect P. 10, 
Exemptions of a of any sum whicli he receives as a member of 51. 

general nature. ^ Hiudu Undivided family. 

(9) The tax shall not be payable by an assessee in respect of — 

(tz) any sum which he receives by way of dividend as a 
shareholder in a company where the profits or 
gains of the company have been assessed to income- 
tax ; or 

(I)) such an amount of the profits or gains of any firm P. 9, 
which have been assessed to income-tax as is pro- 62. 
portionate to his share in the firm. 

15. (2) The tax shall not be payable by an assessee in respect P. 10, 

of any sums paid by him to effect an insurance 53. 
Exemption in the pjg iif 0 or on the life of his wife, or 

case of iue insurances. . ^ i n n ^ • 

in respect or a contract for a deferred annuity 
on his own life or on the life of his wife, or as a contribution to 
LX of 1897 . Provident Fund to which the Provident Funds Act, 1897, 

applies. * * * # 

(£) Where the assessee is a Hindu undivided family, there 
shall be exempted under sub-section (2) any sums paid to effect 


^ Repealed bj the Income-tax (Amendment) Act^ 1924 {XI of 1924). 
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P. 10. 

P. 10. 

P. 54, 
60. 

P.10, 

55. 


P.56. 


P.23, 
63, 67. 


an insurance on the life of any male member of the family or 
of the wife of any such member, 

(3) The aggregate of any sums exempted under this section 
shall not, together with any sums exempted under the proviso 
to sub-section (1) of section 7, exceed one-sixth of the total 
income of the assessee. 


16. (1) In computing the total income of an assessee sums 
exempted under the proviso to sub-section (l) 
Exemptions end ex- of scction 7, the provisos to section 8, sub- 
ing^th^totaHnconm!"’ scction {£) of section 14 and section 15, shall 

be included. 


{£) For the purposes of sub-section (1), any sum mentioned 
in clause (a) of sub-section (£) of section l4 shall be increased by 
the amount of income-tax payable by the company in respect of 
the dividend received. 


17. Where owing to the fact that the total income of any 
Reduction of tax assessee has reached or exceeded a certain 
when margin above a limit he is liable to pay income-tax or to pay 
certain limit is small, income-tax at a higher rate, the amount of 

income-tax payable by him shall, where necessary, be reduced so 

as not to exceed the aggregate of the following amounts, 

namelv : — 

%) 

{a) the amount which would have been payable if his 
total income had been a sum less by one rupee than 
that limit, and 

(&) the amount by which his total income exceeds that 
sum. 


CHAPTER TV. 

Deductions and Assessment. ‘ 

18. {1) Income-tax shall, unless otherwise jirescribed in the 
Payment by deduc- case of any secupity of the Government of 
tion at source. India, be leviable in advance by deduction at 

the time of payment in respect of income chargeable under the 
following heads : — 

{i) “ Salaries and 
(ii) “ Interest on securities.” 

{£) Any person responsible for pajdng any income charge- 
able under the head “ Salaries ” shall, at the time of payment, 
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deduct income-tax on the amount payable at the rate applicable' 
to the estimated income of the assessee under this head : 

Provided that such person may, at the time of making any 
deduction, increase or reduce the amount to be deducted under 
this sub-section for the purpose of adjusting any excess ot defi- 
ciency arising out of any previous deduction or failure to 
deduct. 

Notwithstanding anything hereinbefore contained, for 
the purpose of making the deduction under sub-section (£) , there 
shall be included in the amount payable any income chargeable- 
under the head ‘ Salaries ' which is payable to the assessee out 
of India by or on behalf of Government, and the value in rupees 
of such income shall be calculated at the prescribed rate of ex- 
change. 

I 

(3) The person responsible for paying any income charge- 
able under the head “ Interest on securities ” shall, at the time 
of payment, deduct income-tax on the amount of the interest 
payable at the maximum rate. 

(4) All sums deducted in accordance with the provisions of 
this section shall, for the purpose of computing the income of 
an assessee, be deemed to be income received. 

(-5) An}’- deduction made in accordance with the provisions 
of this section shall be treated as a pavment of income-tax on 
behalf of the person from whose income the deduction was made, 
or of the owner of the security, as the case may be, and credit 
shall be given to him therefor in the assessment if any, made 
for the following year under this Act : 

Provided that, if such person or such owner obtains, in 
accordance with the provisions of this Act, a refund of any por- 
tion of the tax so deducted, no credit shall be given for the 
amount of such refund. 

(0) All sums deducted in accordance with the provisions of 
this section shall be paid within the prescribed time by the per- 
son making the deduction to the credit of the Government of 
India, or as the Central Board of Eevenue directs. 

(7) If any such person does not deduct and pay the tax as^ 
required by this section, he shall, without prejudice to any other 
consequences which he may incur, be deemed to be personally im 
default in respect of the tax. 

(5) The power to levy by deduction under this section shall 
be without prejudice to any other mode of recovery. 


R, llA. 

P.21, 
26, 58. 

P. 54. 

P. 56. 


R. 10“12. 
P.56. 


* Inserted by the Income-tax {Second Amendment) Act, 1925, (XVT of 1225). 
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P. 58, 
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P. 56. 

P. 60, 
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H. 14. 

R. 15. 

P. 7, 61. 

R. 17. 

R. 16. 


P. 10, 
62, 64, 
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(9) Every person deducting income-tax in accordance with 
the provisions of sub-section (3) shall, at the time of payment of 
interest, furnish to the person to whom the interest is paid a 
certificate to the effect that income-tax has been deducted, and 
specifying the amount so deducted, the rate at which the tax has 
been deducted, and such other particulars as may be prescribed. 

19. In the case of income chargeable under any other head? 
Payment in other ^1^11 tliose mentioned in sub-section (1) of 

cases'. ' section 18, and in any case where income-tax 

has not been deducted in accordance with the provisions of that 
section, the tax shall be payable by the assessee direct. 

20. The principal officer of every company shall, at the time 
Certificate by com- of distribution of dividends, furnish to every 

pany to shareholders pei’sou rcceiviug a dividend a certificate to 
receiving dividends. effect that the Company has paid or will 

pay iucome-tax on the profits which are being distributed, and 
specifying such other particulars as may be prescribed. 

21. The prescribed person in the case of every Government 

office, and the principal officer or the pre- 
Annuai return. scribed persou in the case of every local 

authority, company or other public body or association, and 
every private employer shall prepare, and, within thirty days 
from the 31st day of March in each year, deliver or cause to be 
delivered to the Income-tax Officer in the prescribed form, a 
return in writing showing — 

{a) the name and, so far as it is known, the address, of 
every person who was receiving on the said 31st 
day of March, or has received during the year end- 
ing on that date, from the authority, company, 
body, association or private employer, as the case 
may be, any income chargeable under the head 
“ Salaries ” of such amount as may be prescribed; 

(&) the amount of the income so received by each such 
person, and the time or times at which the same 
was paid ; 

(c) the amount deducted in respect of income-tax from 
the income of each such person. 

22. { 1 ) The principal officer of every company shall prepare, 

Return of income. before the fifteenth day of June 

in each year, furnish to the Income-tax Officer 
a return, in the prescribed form and verified in the prescribed 
manner, of the total income of the compan}?' during the previous 
year : 
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Provided that the Income-tax Officer may, in his discretion, 
extend the date for the delivery of the return in the case of any 
company or class of companies. 

(.2) In the case of any person other than a company whose 
total income is, in the Income-tax Officer’s opinion, of such an 
amount as to render such person liable to income-tax, the In- 
come-tax Officer shall serve a notice upon him requiring him to 
. furnish, within such period, not being less than thirty days as 
inay be specified in the notice, a return in the preserved form 
and verified in the prescribed manner setting forth (along with 
such other particulars as may be provided for in the notice) his 
total income during the previous j'^ear. 

{3) If any person has not furnished a return within the time 
allowed by or under sub-section {l) or sub-section {2), or having 
furnished a return under either of those sub-sections, discovers 
any omission or wrong statement therein, he may furnish a 
return or a revised return, as the case may be, at any time before 
the assessment is made, and an}^ return so made shall be deemed 
to be a return made in due time under this section. 

{4) The Income-tax Officer may serve on the principal officer 
of any company or on any person upon whom a notice has been 
served under sub-section (2) a notice requiring him, on a date to 
be therein specified, to produce, or cause to be produced, such 
accounts or documents as the Income-tax Officer may require ; 

Provided that the Income-tax Officer shall not require the 
production of any accounts relating to a period more than three 
years prior to the previous year. 

23. (1) If the Income-tax Officer is satisfied that a return 

Assessment made Under section 22 is correct and complete, 

‘ shall assess the total income of the assessee, 

and shall determine the sum payable by him on the basis of such 
return. 

(2) If the Income-tax Officer has reason to believe that a 
return made under section 22 is incorrect or incomplete he shall 
serve on the person who made the return a notice requiring him, 
on a date to be therein specified, either to attend at the Income- 
tax Officer’s office or to produce, or to cause to be there produced, 
any evidence on which such person may rely in support of the 
return. 

' (3) On the day specified in the notice issued under sub- 
section (2), or as soon afterwards as may be, the Income-tax 
Officer, after hearing such evidence as such person may produce 
and such other evidence as the Income-tax Officer may require, 


P. 10, 
63, 64. 

R. 19. 

P.64. 


P. 66, 
84. 


P.10, 

'78. 


P. 67, 
68 . 


P. 10. 



P. 66, 
67. 


P.34, 

69. 


P. 13, 
71. 


P. 71. 
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on specified points, .shall, by an order in writing, assess the total 
income of the assessee, and determine the sum payable by him 
on the basis of such assessment, 

{4) If the principal officer of any company or any other 
person fails to make a return under sub-section {1 \ or sub-section 
{2) of section 22, as the case may be, or fails to comply with all 
the terms of a notice issued under sub-section (4) of the same sec- 
tion or, having made a return, fails to comply with all the 
terms of a notice issued under sub-section (2) of this section, 
the Income-tax Officer shall make the assessment to the best of 
his judgment. 

24. (1) Where any assessee sustains a loss of profits or gains 

Set-off of loss in heads mentioned 

computing aggregate ill section 6, lic sliall bc entitled to have the 

amount of the loss set-off against his income, 
profits or gains under any other head in that year, 

(2) Where the assessee is a registered firm, and the loss sus- 
tained cannot wholly be set-off under sub-section (2), any member 
of such firm shall be entitled to have set-off against any income, 
profits or gains of the year in which the loss was sustained in 
respect of which the tax is payable by him such amount of the 
loss not already set-off as is proportionate t-o his share in the 
firm. 


25. (2) Where any business, profession or vocation ^07i 
Asscs,mo„t i.. 'y' ^«eome-ta.j was not at any time charged 

of discontinued busi- undev the 2^'>'OV7swns of the Indian Income- 

tax Act, 1918, is discontinued in anv vear, 
an assessment may be made in that year on the basis of the 
income, profits or gains of the period between the end of the 
previous year and the date of such discontinuance in addition 
to the assessment, if anv. made on the basis of the income, 
profits or gains of the previous year. 

(2) Any person discontinuing any such business, profession 
or vocation shall give to the Income-tax Office]’ notice of such 
discontinuance within fifteen days thereof, and. where any pei'- 
son fails to give the notice required by this sub-scction. the 
Incoipie-tax Officer may direct that a sum shall be recovered from 
him by way of penalty not exceeding the amount of tax subse- 
quently assessed on him in respect of any income, profits or 
gains of the business, profession or vocation up to the date of 
its discontinuance. 

^ Amended by the Income-tax (Amendment) Act, 1924 {XI of 1924). 
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91 of 1918. 


(5) Wliere any business, profession or vocation * 

* on whicli tax was at any time charged under the provisions 
of the Indian Income-tax Act, 1918, is discontinued, no tax shall 
be payable in re^spect of the income, profits and gains of the 
period between the end of the previous year and the date of such 
discontinuance, and the assessee may further claim that the in- 
come, profits and gains of the previous year shall be deemed to 
have been, the income, profits and gains of the said period. 
Where any such claim is made, an assessment shall be made on 
the basis of the income, profits and gains of the said period, and 
if an amount of tax has already been paid in respect of the in- 
come, profits and gains of the previous year exceeding the 
amount payable on the basis of such assessment, a refund shall 
be given of the difference. 

{4} Where an assessment is to be made under sub-section (I) 
or sub-section {3), the Income-tax Officer may serve on the person 
whose income, profits and gains are to be assessed, or, in the 
case of a firm, on any person who was a member of such firm at 
the time of its discontinuance, or, in the case of a company, on 
the principal officer thereof, a notice containing all or any of the 
requirements which may be included in a notice under sub- 
section (S) of section 22, and the provisions of this Act shall, so 
far as may be, apply accordingly as if the notice were a notice 
issued under that sub-section. 

26. Where any change occurs in the constitution of a firm 
Change in ownership or whcre any pcrsou has succeeded to any busi- 
of business. BOSS, profcssion OT vocation, the assessment 

shall be made on the firm as constituted, or on the person engaged 
in the business, profession or vocation, as the case may be, at the 
time of the making of the assessment. 


27. Where an assessee or, in the case of a company, the prin- 

Canceiiation of as ^ipal officer thereof, within one month from 
sessmenfc when cause the service of a notice of demand issued as 
IS shown. hereinafter provided, satisfies the Income-tax 

Oj0B.cer that he was prevented by sufficient cause from making 
the return required by section 22, or that he did not receive the 
notice issued under sub-section (4) of section 22, or sub-section 
(2) of section- 23, or that he had not a reasonable opportunity to 
comply, or was prevented by sufficient cause from complying, 
with the terms of the last-mentioned notices, the Income-tax 
OflGicer shall cancel the assessment and proceed to make a fresh 
assessment in accordance with the provisions of section 23. 


P. 13, 
71. 


P.71, 

72. 


A 


P. 64. 


^Repealed by the Income-tax (Amendment) Act, 1924 (XI of 1924). 
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28. (1) If the Income-tax Officer, the Assistant Commis- 
Penally for oonce.1. sioner OP the Commissioner in the course of 
ment of income. procccdiiigs Under tliis Act, IS satisned 

that an assessee has concealed the particulars of his income, or 
has deliberately furnished inaccurate particulars of such income, 
and has thereby returned it below its real amount, he may direct 
that the assessee shall, in addition to the income-tax payable by 
him, pay by way of penalty a sum not exceeding the amount of 
income-tax which would have been avoided if the income so 
returned by the assessee had been accepted as the correct in- 
come : 

Provided that no such order shall be made, unless the 
assessee has been heard, or has been given a reasonable opportu- 
nity of being heard : 

Provided, further, that no prosecution for an offence against 
this Act shall be instituted in respect of the same facts on which 
a penalty has been imposed under this section. 

(£) An Assistant Commissioner or a Commissioner who has 
made an order under sub-section (1) shall forthwith send a copy 
of the same to the Income-tax Officer. 


Notice of demand. 


29. When the Income-tax Officer has determined a sum to be 
payable by an assessee under section 23, or 
when an order has been passed under sub- 
section {£) of section 25 or section 28 for the payment of a penalty, 
the Income-tax Officer shall serve on the assessee a notice of 
demand in the prescribed form specifying the sum so payable. 

30. (1) Any assessee objecting to the amount or rate at which 
he is assessed under section 23 or section 27, 
or denying his liability to be assessed under 
this Act, or objecting to a refusal of an 

Income-tax Officer to make a fresh assessment under section 27, 
or to any order against him under sub-section (£) of section 25 
or section 28, made by an Income-tax Officer, may appeal to the 
Assistant Commissioner against the assessment or against such 
refusal or order : 


Appeal against 
assessment under this 
Act. 


Provided that no appeal shall lie in respect of an assessment 
made under sub-section (^) of section 23, or under that sub- 
section read with section 27. 

(£) The appeal shall ordinarily be presented within thirty 
days of receipt of the notice of demand relating to the assess- 
ment or penalty objected to, or of the date of the refusal to make 
a fresh assessment under section 27, as the case may be; but the 
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Assistant Commissioner may admit an appeal after the expira- 
tion of the period if he is satisfied that the appellant had suffi- 
cient cause for not presenting it within that period. 

{3) The appeal shall be in the prescribed form and shall be 
Yerified in the prescribed manner. 

31. (1) The Assistant Commissioner shall fix a day and place 

_ . for the hearing of the appeal, and may from . 

earing of appeal. adjoum the hearing. 

{2) The Assistant Commissioner may, before disposing of 
any appeal, make such further inquiry as he thinks fit, or cause 
further inquiry to be made by the Income-tax Officer. 

{3) In disposing of an appeal the Assistant Commissioner 
may, in the case of an order of assessment, — 

{a) confirm, reduce, enhance or annul the assessment, or 

(&) set aside the assessment and direct the Income-tax 
Officer to make a fresh assessment after making 
such further inquiry as the Income-tax Officer 
thinks fit or the Assistant Commissioner may 
direct, and the Income-tax Officer shall thereupon 
proceed to make such fresh assessment, 
or, in the cases of an order under sub-section {£) of section 25 or 
section 28. 

(c) confirm, cancel or vary such order : 

Provided that the Assistant Commissioner shall not enhance 
an assessment unless the appellant has had a reasonable oppor- 
tunity of showing cause against such enhancement. 

32. (1) Any assessee objecting to an order passed by an As- 

sistant Commissioner under section 28 or to 
Appeals against an Order enhancing his assessment under sub- 

orders of Assistant .- ^ 

Commissioner. sectiou (5) 01 soctiou 31, may appeal to the 

Commissioner within thirty days of the mak- 
ing of such order. y 

(2) The appeal shall be in the prescribed form, and shall be 
verified in the prescribed manner. 

(5) In disposing of the appeal the Commissioner may, after 
giving the appellant an opportunity of being heard, pass such 
crders thereon as he thinks fit. 

33. (1) The Commissioner may of his own motion call for 

D . . the record of any proceeding under this Act 

Which has been taken by any authority subor- 

B 2 


P. 75. 
R. 21 , 

P.76, 

77. 


P. 77. 


R. 


P. 78. 
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dinate to him or by himself when exercising the powers of an 
Assistant Commissioner under sub-section (4) of section 5. 

(£} On receipt of the record the Commissioner may make 
such inquiry or cause sucli inquiry to be made and, subject to the 
provisions of this Act, may pass such orders thereon as he thinks 
fit.: 

Provided that he shall not pass any order prejudicial to an 
^assessee without hearing him or giving him a reasonable oppor- 
tunity of being heard. 

p. 79. 34. If for any reason income, profits or gains chargeable to 

income-tax has escaped assessment in any year 
is^ss'J^nt or has been assessed at too low a rate, the In- 

come-tax Officer may, at any time within one 
year of the end of that year, serve on tlie person liable to pay 
tax on such income, profits or gains, or, in tlie case of a company, 
on the principal officer thereof, a notice containing all or any of 
the requirements which may be included in a notice under sub- 
section {£) of section 22 and may proceed to assess or re-assess 
such income, profits or gains, and the provisions of this Act 
shall, so far as may be, apply accordingly as if the notice were 
a notice issued under that sub-section : 

Provided that the tax shall be charged at the rate at which 
it would have been charged had tlie income, profits or gair^s not 
escaped assessment or full assessment, as the case may be. 

P. 80. 35. (i) The Income-tax Officer may, at any time within one 

Ecctification of mis- ycai’ from tlic date of any demand made upon 
an assessee, on his own motion rectifv any 
c mistake apparent from the record of the assessment, and shall 
within the like period rectify any such mistake which has been 
brought to his notice by such assessee : 

Provided that no such rectification shall be made, having the 
effect of enhancing an assessment unless the Income-tax Officer 
has given notice to the assessee of his intention so to do and has 
allowed him a reasonable opportunity of being heard. 

{£) Where an}’- such rectification has the effect of reducing 
the^ assessment, the Income-tax Officer shall make any refund 
which may be due to such assessee. 

(S) Where any such rectification has the effect of enhancing 
the assessment, the Income-tax Officer shall serve on the assessee 
a notice of demand in the prscribed form specifying the sum 
payable, and such notice of demand shall be deemed to be issued 
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Power to take evi- 
dence on oath, etc. 


under section 29, and the provisions of this Act shall apply 
'accordingly. 

36. In the determination of the amount of tax or of a refund 
Tax to be calculated payable Under this Act, fractions of an anna 

to nearest anna. than six pics shall be disregarded, and 

fractions of an anna equal to or exceeding six pies shall 1)6 re- 
garded as one anna. 

37. The Income-tax' Officer, Assistant Commissioner and 
Commissioner shall, for the purposes of this 
Chapter, have the same powers as' are vested 

V of 1908 . in a Court under the Code of Civil Procedure, 

1908, when trying a suit in respect of the following matters, 
namely : — 

(a) enforcing the attendance of any person and examin- 

ing him on oath or affirmation ; 

(b) compelling the production of documents; and 

(c) issuing commissions for the examination of witnesses ; 

and any proceeding before an Income-tax -Officer, Assistant 
Commissioner or Commissioner under this Chapter shall be 
deemed to be a “ judicial proceeding ” within the meaning of 
XLVofisGo. sections 193 and 228 of the Indian Penal Code. 

38. The Income-tax Officer or Assistant Commissioner may. 

Power to rail for foP tile pUPpOSes of this Act, 

infornit'ition, 

(1) require any firm, or Hindu undivided family to fur- 

nish him with a return of the members of the firm, 
or of the manager or adult male members of the 
family, as the case may be, and of their addresses; 

(2) require any person whom he has reason to believe to 

be a trustee, guardian, or agent, to furnish him 
with a return of the names of the persons for or of 
whom he is trustee, guardian,* or agent, and of 
their addresses. 

39. The Income-tax Officer or Assistant Commissioner, or 

any person authorised in writing in this be- 
power io inspect ihe half by the Income-tax Officer or Assistant 
Commissiouer, may inspect and, if necessary, 
take copies, or cause copies to be taken, of any 
register of the members, debenture-holders or mortgagees of any 
company or of any entry in such register. 


P. 81. 


P.67, 

80. 


P.67. 


P. 67. 
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CHAPTER V. 

Liability in Special Cases. 

P. 82. ^0* In the case of any guardian, trustee or agent of any per- 

Guardians, trustees SOU being a mmor,_lunatic or idiot or residing 
■and agents. out of British India (all of which persons are 

hereinafter in this section included in the term beneficiary) be- 
ing in receipt on behalf of such beneficiary of any income, profits 
or gains chargeable under this Act, the tax shall be levied upon 
and recoverable from such guardian, trustee or agent, as the case 
may be, in like manner and to the same amount as it would be 
leviable upon and recoverable from any such beneficiary if of 
full age, sound mind, or resident in British India, and in direct 
receipt of such income, profits or gains, and all the provisions 
of this Act shall apply accordingly. 

?. 82. 111 the case of income, profits or gains chargeable under 

this Act which are received by the Courts of 
Courts of Wards, etc. y^^rds, thc. Administrators-Genei'al, the Offi- 
cial Trustees or by any receiver or manager (including any per- 
son whatever his designation who in fact manages property on 
behalf of another) appointed by or under any order of a Court, 
the tax shall be levied upon and recoverable from such Court of 
Wards, Administrator-General, Official Trustee, receiver or 
manager in the like maner and to the same amounts as it would 
be leviable upon and recoverable from any person on whose be- 
half such income, profits or gains are received, and all the pro- 
visions of this Act .‘^'ciall apply accordingly. 

P. 14, 42. (;) In the case of any person residing out of British Tn- 

50, 83, -j profits or gains accruing or arising to 

84. sr 'ii person, whether directly or indirectly, 

R. 33. through or fi’om ai business connection or property in British 
India, .shall be deemed to be income accruing or arising within 
British India, and shall be chargeable to income-tax in the name 
of the agent of any such person, and such agent shall be deemed 
to be, for all the purposes of this Act, the assessec in respect of 
such income-tax : 

P. 87. Provided that any arrears of tax may be recovered also in ac- 
cordance with the provisions of this Act from any assets of the 
non-psident person which are, or may’ at any time come, within 
British India. 

P. 84. (^) Where a person not resident in British India, and not 

being a British subject or a firm or company constituted within 
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His'Majest 3 ^'s dominions or a branch thereof, carries on business 
with a person resident in British India, and it appears to the 
Income-tax Officer or the Assistant Commissioner, , as the case 
ma}^ be, that owing to the close connection between the resident 
and the non-resident person and to the substantial control exer- 
cised by the non-resident over the resident, the course of business 
between those persons is so arranged, that the business done hj 
the resident in pursuance of his connection with the non-resi- 
dent produces to the resident either no profits or less than the 
ordinary profits which might be expected to arise in that busi- 
ness, the profits derived therefrom or which may reasonably be 
deemed to have been derived therefrom, shall be chargeable to 
income-tax in the name of the I'esident person who shall be deem- 
ed to be, for all the purposes of this Act, the assessee in respect 
of such income-tax. 


4-3. Any person cmplo^'^ecl by or on behalf of a person resid- 
ing out of British India, or having any busi- 
pcisons tieaicd as iicss Connection with such person, or through 

whom such person is in the receipt of anj^ in- 
come. profits or gains upon whom the Income-tax Officer has 
caused a notice to be served of liis intention of treating him as 
the agent of tlie non-resident person shall, for all the purposes of 
this Act, be deemed to be such agent ; 

Provided that no person shall be deemed to be the agent of a 
non-resident person, unless he has had an opportunity of being 
heard by the Income-tax Officer as to his liability. 

44. A\niere any business, profession or vocation carried on 

Liahiiiiy in case of a discontinued, evei'Y person 

discontinued finn or wlio was at tlic time of siicli discoiitinuaiice a 
partnership. inciuber of siicli firm shall be jointly and 

severally liable for the amount of the tax payable in respect of 
the income, profits and gains of the firm. 


P.84. 


P. 71. 


CHAPTER VA.=>’' 

Specul provisions relating to certain classes of shipping. 

44A. The provisions of this Chapter shall, notwithstanding 
anything contained in the other provisions of 

ocSn»i';i.i;pinJ i’PPR for purpose oP the levy 

and recovery of tax in the case or any person. 


* Inserted by the Income-tax (Further Amendment) Act, 1923 (XXVII of 1923). 
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who resides out of British India and carries on business in 
British India in any year as the owner or charterer of a ship 
(such person hereinafter In this Chapter being referred to as 
the principal), unless the Income-tax Officer is satisfied ^ that 
there is an agent of such principal from whom the tax will be 
recoverable in the following year under the other provisions of 
this Act. 

P. 86. 44B. ( 1 ) Before the departure from any port in British 

India of any ship in respect of which the 
Eeturn of profits and ppovisions of this Chapter apply, the master 
of the ship shall prepare and furnish to the 
Income-tax Officer a return of- the full amount paid or payable 
to the principal, or to any person on his behalf, on account of 
the carriage of all passengers, live-stock or goods shipped at that 
port since the last arrival of the ship thereat. 

{£) On receipt of the return, the Income-tax Officer shall 
assess the amount referred to in sub-section ( 1 ), and for this 
purpose may call for such accounts or documents as he may 
require, and one-twentieth of the amount so assessed shall be 
deemed to be the amount of the profits and gains accruing to 
the principal on account of the carriage of the passengers, live- 
stock and goods shipped at the port. 

( 3 ) When the profits and gains have been assessed as afore- 
said, the Income-tax Officer shall determine the sum payable 
as tax thereon at the rate for the time being applicable to the 
total income of a company, and such sum shall be payable by 
the master of the ship, and a port-clearance shall not be granted 
to the ship until the Customs-collector, or other officer duly 
authorised to grant the same, is satisfied that the tax has been 
duly paid. 


44C. Nothing in this Chapter shall be deemed to prevent 
Adjmtment. ? Principal from claiming, in any year follow- 
mg tnat in which any payment has been made 
on his behalf under this Chapter, that an assessment be made 
of his total income in the previous year, and that the tax payable 
on the basis thereof be determined in accordance wdth the other 
provisions of this Act, and, if he so claims, any such jrayment 
as aforesaid shall be treated as a payment in advance of the tax 
and the difference between the sum so paid, and the amount 
•of tax found payable by him shall be paid by him or refunded 
to him, as the case may be.” 


I 
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CHAPTEE VI. 

Eecovery of Tax and Penalties. 


45. Any amount specified as payable in a notice of demand P, 87, 
Tax wiion pay.abic '^^nder sectiou 29 or an order under section 31 

or section 32 or section 33, shall be paid with- 
in tlic time, at the place and to the person mentioned in the notice 
or order, or if a time is not so mentioned, then on or before 
the first day of the second month following the date of the service 
of the notice or order, and any assessee failing so to pay shall be 
deemed to be in default, provided that, when an assessee has 
presented an appeal under section 30, the Income-tax Ofiicer may 
in his discretion treat the assessee as not being in default as long 
as such appeal is undisposed of. 

46. (1) When an assessee is in default in making a payment p, 87^ 
•Mode and time of of income-tax, the Income-tax Officer may in 

recovery. ]^jg discretion direct that, in addition to the - 

amount of the arrears, a sum not exceeding that amount shall 
be recovered from the assessee by way of penalty. 

(£} The Income-tax Officer may forward to the Collector a P, 87. 
certificate under his signature specifying the amount of arrears 
due from an assessee, and the Collector, on receipt of such certi- 
ficate, shall proceed to recover from such assessee the amount 
.specified therein as if it were an arrear of land-revenue. 

(5) In any area, with respect to which the Commissioner has p, 87, 
directed that an}'’ arrears may be recovered by any process en- 
forceable for the recovery of an arrear of any municipal tax or 
local rate imposed under any enactment for the time being in 
force in any part of the province, the Income-tax Officer may 
proceed to recover the amount due by such process. 

(4) The Commissioner may direct by what authority any p^ 87, 
powers or duties incident under any such enactment as aforesaid 

to the enforcement of any process for the recovery of a munici- 
pal tax or local rate shall be exercised or performed when that 
process is employed under sub-section (S). 

(5) If any assessee is in receipt of any income chargeable P, 87, 
under the head " Salaries,” the Income-tax Officer may require 

any person paying the same to deduct from any payment sub- 
sequent to the date of such requisition any arrears due from 
such assessee, and such person shall comply with any such requi- 
sition and sliall pay the sums so deducted to the credit of the. 



P. 87. 


P. 87. 


P.10, 
60, 88. 


P. 9, 10, 
52, 69. 
88 . 


P. 10, 
56, 58, 
88 . 
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Government of India, or as the Central Board of Revenue 
directs. 

(6) The Local Government may direct with respect to any 
specified area, that income-tax shall be recovered therein, with, 
and as an addition to,' any municipal tax or local mte by the 
same person and in the same manner as the municipal tax or 
local rate is recovered. 

(7) Save in accordanee with the provisions of sub-section 
(i) of section 42, no proceedings for the recovery of any sum 
payable under this Act shall be commenced after the expiration 
of one year from the last day of the year in which any demand 
is made under this Act. 

47. Any sum imposed by way of penalty under the provisions 
Recovery of penal- of sub-scQtion {£) of scction 25, scctiou 28 or 
ties. sub-section (1) of section 46, shall be recover- 

able in the manner provided in tliis Chapter for the recovery of 
arrear of tax. 


CHAPTER VII. 

Refunds. 

48. (7) If a shareholder in a company who has received any 
Refunds dividend therefrom satisfies the Income-tax 

e un s. Officer that the rate of income-tax applicable 

to the profits or gains of the company at the time of the declara- 
tion of such dividend is greater than the rate applicable to his 
total income of the year in which such dividend was declared, 
he shall, on production of the certificate received by him under 
the provisions of section 20, be entitled to a refund on the 
amount of such dividend (including the amount of the tax there- 
on) calculated at the dift’erence between those rates. ' 

{S) If a member of a registered firm satisfies the Income-tax 
Officer that the rate of income-tax applicable to his total income 
of the previous year was less than the rate at which income-tax 
has been levied on the profits or gains of the firm of that year, 
he shall be entitled to a refund on his share of those profiW or 
gains Ccdculated at the difi’erence between those rates. 

(3) If the owner of a security from the interest on which, 
or any person from whose salary, income-tax has been deducted 
in accordance with the provisions of section 18. satisfies the 
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Income-tax Officer that the rate of income-tax applicable to his 
total income of the previous year was less than the rate at which 
income-tax has been charged in making such deduction in that 
year, he shall be entitled to a refund on the amount of interest 
or salary from which such deduction has been made calculated 
at the difference between those rates. 

49. (1) If any person who has paid Indian income-tax for P.89, 

Relief in respect of income proves to 

United Kingdom in- the Satisfaction of the Income-tax Officer that 

he has paid United Kingdom income-tax for 
that year in respect of the same part of his income, and that the 
rate at which he was entitled to, and has obtained, relief under 
the provisions of section 27 of the Finance Act, 1920, is less than 
the Indian rate of tax charged in respect of that part of his in- 
come. he shall be entitled to a refund of a sum calculated on that 
part of his income at a rate equal to the difference between the 
Indian rate of tax and the rate at which ,he was entitled to, and 
obtained, relief under that section ; 

Provided that the rate at which the refund is to be given 
shall not exceed one-half of the Indian rate of tax. 

[2) In sub-section (1) — ' ■ 

ip) the expression “ Indian income-tax ” means income- 
tax and super-tax charged in accordance with the’ 
provisions of this Act; 

(5) the expression “ Indian rate of tax ” means the 
amount of the Indian income-tax divided by the 
income on which it was charged ; 

(c) the expression “ United Kingdom income-tax ” means 
income-tax and super-tax chargeable in accordance- 
with the provisions of the Income-tax- Acts. 

50. No claim to any refund of income-tax under this Chapter gg^ 
Limitation of claims sliall be aHowcd, unlcss it is made within one 

for refund. year from the last day of the year in which 

the tax was recovered. * 

CHAPTER VIII. 

Offences and Penalties. 

Failure to make 51* If a persou fails without reasonable’ 

payments or deliver caUSC Or eXCUSe 

returns or statements 
or allow inspection. 

(r/) to deduct and pay any tax as required by section 18 or 
under sub-section (5) of section 46; 
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P.61, 63, 
63, 64. 
P.66. 


(&) to furnistL a certificate required by sub-section (9) of 
section 18 or by section 20 to be furnished; 

(c) to furnish in due time any of the returns mentioned in 

section 21 , section 22, or section 38 ; 

(d) to produce, or cause to be produced, on or before the 

date mentioned in any notice under sub-section (4) 
of section 22, such accounts and documents as are 
referred to in the notice ; 

(c) to grant inspection or allow copies to be taken in ac- 
cordance with the provisions of section 39, 


P. 65, 75. 


lie shall, on conviction before a Magistrate, be punishable with 
fine which may extend to ten rupees for every day during which 
the default continues. 

52. If a person makes a statement in a verification mentioned 
False statement in in section 22, or sub-scctiou (5) of section 30, 
declaration. op sub-section (£) of scctiou 32 which is false, 

and which he either knows or believes to be false, or does not 
believe to be true, he shall be deemed to have committed the 


offence described in section 177 of the Indian Penal Code. 


XLV of ] 


P. 65, 90. 


Prosecution to be at 
instance of Assistant 
Commissioner. 


P. 8, 91. 


53. (1) A person shall not be proceeded against for an offence 
under section 51 or section 52 except at the 
instance of the Assistant Commissioner. 

(£) The Assistant Commissioner may stay any such proceed- 
ing or compound any such offence. 

54. (1) All particulars contained in any statement made. 

Disclosure of inform- ^eturaed fumished or accounts or documents* 
ation by a public pFoduced undcF the provisioHs of this Act, or 

in any evidence given, or affidavit or deposition 
made, in the course of any proceedings under this Act other than 
proceedings under this Chapter, or in any record of any assess- 
ment proceeding, or any proceeding, relating to the recovery of a 
demand, prepared for the purposes of this Act, shall be treated ^ 
as confidential, and, notwithstanding anything contained in the 
Indian Evidence Act, 1872, no Court shall, save as provided in lof 
this Act, be entitled to require any public servant to produce be- 
fore it any such return, accounts, documents or record or any 
part of any such record, or to give evidence before it in respect 
thereof. 


9 

{£) If a public servant discloses any particulars contained in 
any such statement, return, accounts, documents, evidence, affi- 
davit, deposition or record, he shall be punishable with impri- 
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sonment ■which^ay extend to six months, and shall also be liable 
to fine : 

Provided that nothing in this section shall apply to the dis- 
closure — 

{a) of any such particulars for the purposes of a prosecu- 
tion under section 193 of the Indian Penal Code in 
respect of any such statement, return, accounts, 
documents, evidence, affidavit or deposition, or for 
the purposes of a prosecution under this Act, or 

(5) of any such particulars to any person acting in the 
execution of this Act where it is necessary to 
disclose the same to him for the purposes of this 
Act, or 

(c) of any such p^articulars occasioned by the lawful em- 

ployment under this Act of any process for the ser- 
vice of any notice or the recovery of any demand, 
or 

(d) of such facts to an authorised officer of the United 

Kingdom, as may be necessary to enable relief- to 
be given under section 27 of the Finance Act, 1920, 
or a refund to be given under section 49 of this 
Act : 

Provided, further, that no prosecution shall be instituted 
under this section except with the previous sanction of the Com- 
missioner. 


CHAPTEE IX. 

Super-tax. 

55. In addition to the income-tax charged for any year, there p, g, 9 , 

. , shall be charged, levied and paid for that iQ, 11, 

year in respect of the total income of the 93, 
previous year of any ^individual, Hindu undivided family, 
co'tn'pany, unregistered firm or other association of individuals, 
not being a registered firm,\ an additional duty of income-tax 
(in this Act referred to as super-tax) at the rate or rates laid 
down for that year by Act of the Indian Legislature. 

Provided that, where the profits and gains of an unregistered 53 , 
firm have been assessed to super-tax, super-tax shall not be pay- 93, 


* Amended by the Income-tax (Amendment) Act, 1924 (XI of 1924), 
t Note. — See note to Section 3. 
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able by an individual having a share in the firm in respect of 
the amount of such profits and gains which is proportionate to 
his share. 

P. 10, 56. Subject to the provisions of this Chapter, the total in- 

92. Total income for come of any ^individual, Hindu undivided 
purposes of super-tax. family, com'jjany , unregistered firm or other 

association of individuals, shall, for the purposes of super-tax, 
be the total income as assessed for the purposes of income-tax, 
and where an assessment of total income has become final and 
conclusive for the purposes of income-tax for any year, the 
assessment shall also be final and conclusive for the purposes 
of super-tax for the same year. 

t Provided that, in computing the total income of a mem- 
ber of a registered firm, where any change occurs in the con- 
stitution of the firm, the profits or gains of the firm during the 
previous year shall be deemed to have been received in that 
year by the members of the firm as constituted at the time of 
the making of the assessment to super-tax in proportion to their 
shares in the firm at that time. > 

P. 93, 57. (l) In the case of any assessee residing out of British 

Non-resident part- India wlio is a member of a registered firm, 
ners and shareholders, whose share of the profits from such firm 

is liable to super-tax, the remaining members of such firm who 
are resident in British India shall be jointly and severally 
liable to pay the super-tax due from the non-resident member in' 
respect of such share. 

{2) Where any assessee who is liable to pay super-tax on 
the amount of the dividends receivable by him from any company 
is, to the knowledge of the principal officer of the company, resi- 
ding out of British India, the principal officer shall be liable to 
pay the super-tax due by such non-resident person in respect of 
the dividends received by him from the company, and shall have 
power to deduct the amount of such super-tax from the amount 
payable by the company to such assessee. 

{3) Where any person pays any tax under the provisions of 
this section on account of an assessee who is residing out of Bri- 
tish India, credit shall be given therefor in determining the 
amount of the tax to be payable by any agent of such non- 
resident assessee under the provisions of sections 42 and 43. 


• Amended by the Income-tax (Amendment) Act, 1924 (XI of 1924). 

* Inserted by the Income-tax (Amendment) Act, 1925 (V of 1925). 
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58. (i) All the provisions of this Act, except section 3, the 
Application of Act proviso to sub-section (l) of section 7, the pro- 
o supertax. ^ visos to section 8, sub-section (2) of section 
14, and sections 15, 17, 18, 19, 20, 21 and 48 shall apply, so far 

as may be, to the charge, assessment, collection and recovery 
of super-tax. 

(2) Save as provided in section 57, super-tax shall be pay- 
able by the assessee direct. 


CHAPTER X. 

Miscellaneous. 

59. (1) The Central Board of Revenue may, subject to the 
T, , , , control of the Governor General in Council, 

Vower to make rules. lie ■ , o 

make rules lor carrying out the purposes oi 
this Act and for the ascertainment and determination of any 
class of income. Such rules may be made for the whole of 
British India or for such part thereof as may be specified. 

{£) Without prejudice to the generality of the foregoing 
power, such rules may — 

{a) prescribe the manner in which, and the procedure 
by which, the income, profits and gains shall be 
arrived at in the case of — 

{i) incomes derived in part from agriculture and 
in part from business; 

(ii) insurance companies; 

(Hi) persons residing out of British India; 

(&) prescribed the procedure to be followed on applica- 
tions for refunds; 

(c) provide for such arrangements with His Majesty’s 

Government as may be necessary to enable the ap- 
propriate relief to be granted under section 27 of 
the Finance Act, 1920, or under section 49 of this 
Act; 

(d) prescribe the year which, for the purpose of relief un- 

der section 49, is to be taken as corresponding to 


P.88, 

92. 


P. 94. 


R. 23— 
24. 
P. 100. 
R. 25— 

32 & 35. 
R. 33- 
35. 
R. 36— 
40. 
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P. 94. 


P. 16. 


P.68. 


P. 97. 


P.98. 


/ 

the year of assessment for the purposes of section 
27 of the Finance Act, 1920; and 

{e) provide for any matter which by this Act is to be pre- 
scribed. 


{3) The power to mal-ie rules conferred by this section shall, 
except on the first occasion of the exercise thereof, be subject to 
the condition of previous publication. 

(4) Rules made under this section shall be published in the 
Gazette of India, and shall thereupon have effect as if enacted 
in this Act. 

60. The Governor General in Council may, by notification in 

Power to make the Gazette of India, make an.exemption, re- 
exemptions, etc. duction in rate or other modification, in res-’ 

pect of income-tax in favour of any class of income, or in regard 
to the whole or any part of the income of any class of persons. 

61. Anj’’ assessee, who is entitled or required to attend be- 
Appearance by fore any Income-tax /authority in connection 

represen- proceedings. Under this Act, may at-' 

tend either in person or by any person authorised by him in 
writing in this behalf. 

62. A receipt shall be given for any money paid or redovered 
Receipts to be Under this Act. 

given. 


63. (1) A notice or requisition under this Act may be served 

on the person therein-named either by post or, 
Service of notices. Were a summons issued by a Court, un- 

der the Code of Civil Procedure, 1908. 

(£) Any such notice or requisition may, in the case of a firm 
or a Hindu undivided family, be addressed to any member of the 
firm or to the manager, or any adult male member of the family 
*and, in the case of any, other association of indimduals , he 
addressed to the 'principal officer thereof. 

64. (1) "W^here an assessee carries on business at any place, 

he shall be assessed by the Income-tax Olficer 

Place of assessment. /? j. 1 . • i • i V i i t x 

01 the area in which that place is situate or, 
where the business is carried on in more places than one, by the 
Income-tax Officer of the area in which his principal plane of 
business is situate. 


V of 1908, 


{£) In all other cases an assessee shall be assessed by the 
Income-tax Officer of the area in which he resides. 


* Amended by the Income-tax (Amendment) Act, 1924 {XI of 1924). 
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(3) Where any question arises under this section as to the 
place of assessment, such question shall be determined by the 
Commissioner, or, where the question is between places in more 
provinces than one, by the Commissioners concerned, or, if they 
are not in agreement, by the Central Board of Revenue : 

Provided that, before any such question is determined, the 
assessee shall have had an opportunity of representing his views. 

(4) Notwithstanding anything contained in this section, p, 22,, 
every Income-tax Officer shall have all the powers conferred by 61, 
or under this Act on an Income-tax Officer in respect of any in- 
come, -profits or gains accruing, or arising or received within 

the area for which he is appointed. 

65. Every person deducting, retaining or paying any tax in 

Indemnity pursuance of this Act in respect of income be- 

longing to another person is hereby indemni- 
fied for the deduction, retention or payment thereof. 

66. (1) If, in ‘the course of any assessment under this Act 99^ 
or any proceeding in connection therewith 
other than a proceeding under Chapter VIII, 
a question of law arises, the Commissioner 

may, either on his own motion or on reference from any Income- 
tax authority subordinate to him, draw up a statement of the 
case and refer it with his own opinion thereon to the High 
Court. 

(£) Within one month of the passing of an order under sec- 
tion 31 or section 32, the assessee in respect of whom the order 
was passed may, by application accompanied by a fee of one 
hundred rupees or such lesser sum as may be prescribed, require 
the Commissioner to refer to the High Court any question of law 
arising out of such order, and the Commissioner shall, within 
one month of the receipt of such application, draw up a state- 
ment of the case and refer it with his own opinion thereon to 
the High Court : 

Provided that if in exercise of his power of review under 
section 33, the Commissioner decides the question, the assessee 
may withdraw his application, and if he does so, the fee paid 
shall be refunded. 

(5) If on any application being made under sub-section (£), 
the Commissioner refuses to state the case on the ground that no 
question of law arises, the assessee may apply Hdtliin sioj months 

* Amended by the Income-tax (Amendment) Act, 1924 (XI of 1924). 


Statement of cose 
by Commissioner to 
High Court. 
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fi'om the date on which he is served with notice of the refusal 
to the High Court, and the High Court if it is not satisfied of 
the correctness of the Commissioner’s decision, may require the • 
Commissioner to state the case and to refer it, and, on receipt of 
any such requisition, the Commissioner shall state and refer the 
case accordingly. 

(4) If the High Court is not satisfied that the statements in 
a case referred under this section are sufficient to enable it to de- 
termine the question raised thereby, the Court may refer . the 
case back to the Commissioner by whom it was stated to make- 
such additions thereto or alterations therein as the Court may 
direct in that behalf. 

(5) The High Court upon the hearing of any such case shall 
decide the questions of law raised hereby, and shall deliver its 
judgment thereon containing the grounds on which such decision 
is founded, and shall send to the Commissioner by whom the case 
was stated a copy of such judgment under the seal of the Court 
and the signature of the Registrar, and the Commissioner shall 
dispose of the case accordingly, or, if the case arose on a 
reference from any Income-tax authority subordinate to him, 
shall forward a copy of such judgment such authority who shall 
dispose of the case conformably to such judgment. 

(6) Where a reference is made to the High Court on the 
application of an assesses, the costs shall be in the discretion of 
the Court. 


P. 87. 


(7) Notwithstanding that a reference has been made under 
this' section to the High Court, income-tax shall be payable in 
accordance with the assessment made in the case : 


Provided that, if the amount of an assessment is reduced as 
a result of such reference, the amount overpaid shall be re- 
funded with such interest as the Commissioner may allow. 

67 . No suit shall be brought in any Civil Court to set aside or 
Bai' of suits in Civil modify any assessment made under this Act, 

and no prosecution, suit or other proceeding 
shall lie against any Government officer for anything in good 
faith done or intended to be done under this Act. 

68. The enactments mentioned in the Schedule are hereby re- 

Eepeais pealed to the extent specified in the fourth 

column thereof : 

Provided that such repeal shall not affect the liability of any 
person to pay any sum due from him or any existing right of 
refund under any of the said enactments : 
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Provided, further, that the provisions of section 19 of the P. 13^ 
VII of 1918 . Indian Income-tax Act, 1918, shall appl)’’, so far as may be,"^' to 
income-tax leviable under that Act in res'pect of the year hegin- 
ning on the first day of A'pnl, 1921, and to supper-tax chargeahle 
under the Supper-tax Act, 1920, in that year; and where an 
adjustment shall be made under the provisions of section 19 of 
the said Act, the provisions of this Act regarding the procedure 
for the assessment and recovery of income-tax shall apply as if 
such adjustment were an assessment made under this Act. 


THE SCHEDHLE. 
Enactments Repeated. 
[See section 68.) 


1 

2 

3 

4 

Tear. 

No. 

1 

Short title. 

Extent of repeal. 

1918 

VII 

The Indian Income-tax Act, 1918 

i 

The vrhole. 

1919 

IV 

1 

j 

The Indian Income-tax (Amendment) 
Act, 1919. 

'I'he whole. 

1 

I* 

i 

1 

XVIII 

The Eepealing and Amending* Act, 
1919. 

So much of tl e First 
Schedule as relates to the 
Indian Income-tax Act, 
1918. 

1920 

XVII 

The Indian Income-tax (Amendment) 
Act, 1920. 

The whole. 

1 

XTX 

The Super-tar Act, 1920. 

The whole. 


XXXI 

The Eepealing and Amending Act, 
1920. 

So much of the First 
Schedule as relates to the 
Super- tax Act, 1920. 

ti 

XLIV 

The Ind ian Income-tax (Amendment 
No. 2) Act, 1920. 

The whole ^ 


Amen dcd tie Income-tax (Amendment) Act, 1923 (XV of 1923). 
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Extract from the Indian Finance Act, 1925. 

# ' * * * # 

1. \1) This Act may be called the Indian Finance Act, 
a925. 

* * ^ 

7. (i) Income-tax for the year beginning on the first day of 
April 1925, shall be charged at the rates specified in Part I of 
the third Schedule. 

(jg) The rates of super-tax for the year beginning on the 
first day of April 1925, shall, for the purposes of section 65 
•of the Indian Income-tax Act, 1922, be those specified in Part II 
•of the third Schedule. 

(5) For the purposes of the third Schedule “ total income ” 
means total income as determined, for the purposes of income- 
'tax or super-tax as the case may be, in accordance with the 
;provisions of the Indian Income-tax Act, 1922. 


SCHEDULE III. 
{See section 7.) 
Part I. 

Rates of Income-tax. 


.A. In the case of every individual, Hindu undivided 
family, unregistered fir u and other aaeocifttion of 
individuals not being a registered firm or a company-r- 

( 1 ) When the total income is less than R2,000 » 

(2) When the total income is Ii2,000 or upTvards, 

but is less than 115,000, 

‘(3) When the total income is R 5, 000 or upwards, 
but is less than It 10,000. 

'(4) When the total income is R 10,000 or upwArds, 
but is less than B20,000, 

-(6) Whc!» the total income is R20,000 or upwards, 
but is less than R30,000, 

(6) When the total income is R^OOO or upwards, 

hut is less than HiO.OOO. 

(7) When the total income is E40,000 or upwards 


'B. In the case of every company, and every registered 
firm whatever its total inco ue. 


Rate. 


mi. 

Five pies in the rupee. 


Six pies in the rujiee. 


Nino pies in the rupee. 


One anna in the rupce.'^^ 

One anna and three pics in the 
rupee. 


One anna and sir pies in the 
rupee. 


Ooe anna and siv pica in the 
rupee. 
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Paet II. 

Rates of SufCT-tax. 

In respect of the excess oyer fifty thousand rupees of total 
income : — 


One anna in the rupee. 


(1) in the case of cvoiy company , . . • 

(2) (a) in the case of every Hindu undivided family — 

(/) in lespect of the first twenty-five tl*ousand Nil. 

rupees of the excess. 

{ii) for eveiy rupee of the next twenty-five One anna in the ropec. 
thousand rupees of such excess. 

(Jj in the case of every individual, unregistered firm One anna in the rupee, 
and other association of individuals net being 
a registered firm or a company for every rupee 
of the first fifty thousand rupees of such 
excess. 

(r) in the c*se of every individual, Hindu undivided 
family, unregistered firm and other association 
of individuals not being a registered firm or 'a 
company — 

(i) for every rupee of the second fifty thousand One and a half annas in the 
rupees of such excess, rupee. 

for every rupe^ of the next fifty thousand Two annas in the rupee, 
rupees of such excess, 

(tVi) for every rupee of the next fifty thousand Two and a half annas in the 
rupees of such excess, rupee. 

{{v) for every rupee of the next fifty thousand Three annas in the rupee, 
rupees or such excess, 

(t;) for evt*ry rupee of the next fifty thousand Three and a half ann s in the 
mpees of such excess, rupee. 

(vi) for every rupee of the next fifty thousand Four annas in the rupee, 
rupees of such excess, 

i^ii) for every rupae of the next fifty thousand Four and a half annas in the 

c rupees of such excess, rupee, 

(wV) for every rupee of the next fifty thousand Five ann? s in the rupee, 
rupees of such excess, 

(ix) for every rupee of the next fifty thousand rupees Five and a half annas in the 
of such excess, rupee. 

{x) for every rupee of the remainder of the excess. Six annas in the rupee. 




PART II. 
RULES. 
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BOARD OF INLAND REVENUE. 

Notification No. 3-1. T., dated the ist A2)vil 1922 as subsequently ' 

amended. 

* 

In exercise of the powers conferred by section 59 of the 
Indian Income-tax Act, 1922 (XI of 1922), the Board of Inland 
Revenue has made the following rules, namely : — 

1. These rules may be called the Indian Income-tax Rules, 

1922. 

2. Any firm constituted under an instrument of partnership P. 9 , 
specifying the individual shares of the partners may, for the 
purposes of clause (14) of section 2 of the Indian Income-tax 

Act, 1922 (hereinafter in these rules referred to as the Act), 
register with the Income-tax Officer the particulars contained 
in the said instrument on application in this behalf made by 
the partners or by any of them on or before the date on which 
a return is due under sub-section {2) of section 22 of the Act. 

3. The application referred to in rule 2 shall be made in 
the form annexed to this rule and shall be accompanied by the 
original instrument of partnership under which the firm is 
constituted together witli a copy thereof : provided that if the 
Income-tax Officer is satisfied that for some sufficient reason the 
original instrument cannot conveniently be produced, he may 
accept a copy of it certified in writing by one of the partners 
to be a correct copy, and in such a case the application shall be 
accompanied by a duplicate copy. 


FORM I. 


Form of afi^licaiion for registration of a firm under section 
2 {14) of the Indian Income-tax Act, 1922. 


To 

The Income-tax Officer, 


Dated 19 . 

_i_ — — beg to apply for the regis- 

tration of — firm under section 2 {14) of the Indian Income- 
tax Act, 1922. 
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2 the instrument of partnership under which 

the firm is constituted specifying the individual shares of the 
partners together with d„pncate^copy enclosed. The prescribed 
particulars are given below. 

3. do hereby certify that the profits for the year ending, 

have been or will be actually divided or credited in accordance 
with the shares shown in this partnership deed. 

Signature 

A ddress 


Names of the 
partners in the firm 
with the share of 
each in the 
business. 

Date on which the 
instrument o£ 
partnership was 
executed. 

Date, if any, on which 
the instrument of 
partnership was last 
registered in the Income- 
tax Officer's office. 


I 



Name and 
address of 
the fim. 


Remarks. 


T 

tion given above is correct. 


do hereby certify that the informa- 


Signature{s) 

4. (1) On the production of the original instrument of 
partnership or on the acceptance by the Income-tax Officer of 
a certified copy thereof, the Income-tax Officer shall enter in 
writing at the foot of the instrument or copy, as the case may 
be, the following certificate, namely : — 

This instrument of partnership (or this certified copy 
of an instrument of partnership) has this day 
been registered with me, the Income-tax Officer 
for in the province of under 

clause (14) of section 2 of the Indian Income-tax 
Act, 1922. This certificate of registration ' has 
effect from the ' day of April 19 
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(2) The certificate shall be signed and dated by the Income- 
tax Officer who shall thereupon return to the applicant the 
instrument of partnership or the certified copy thereof, as the 
■case may be, and shall retain the copy or duplicate copy thereof. 

5. The certificate of registration granted under rule 4 shall 
have effect from the date of registration. 

6. A certificate of registration granted under rule 4 shall 
have effect up to the end of the financial year in which it is 
granted, but shall be renewed by the Income-tax Officer from 
year to year on application made to him in that behalf on or 
before the date on which the return under sub-section ($) of 
section 22 of the Act is due, and accompanied by a certificate 
signed by one of the partners of the firm that the constitution 
of the firm as specified in the instrument of partnership remains 

' unaltered. 

7. Under section 9 (2) (vi) of the Act, the sum to be allowed P. 32. 
in respect of collection charges shall not exceed 6 per cent, of 

the annual value of the property. 

8. An allowance under section 10 {^) (vi) of the Act in P. 43. 
respect of depreciation of buildings, machinery, plant or 
furniture shall be made in accordance with the following state- 
ment : — 


Class of, buildings, machinery, plant or furniture. 


Rate. 


Re masks. 


Percentage 
’on prime j 
cost. 


i. Stdldviffs ^: — 

(1) Pirst class substantial buildings of selected 

materials. ^ 

i 

(2) Buildings of less substantial construction . 

(3) Purely tempo raiy erections such as wooden struc- 

tures. 


3 ^ 


10 


^ Double these rates 
may hi* allo^ved for 
buildings used in 
industries which 
cause special de- 
teriorariou, such as 
chemical works, 
soap ard candle 
works, paper mills, 
and tanneries. 


2, Machinery Plant or Fict*niture '\: — 
Greneral rate . . . , 


0 


t The special rates 
for electrical 
machinery given, 
below may be 
adopted, at firm’s 
option, for that 
portion of their 
machinery. 
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CJass of huldirgs, machirer}, plant or furniture. 

Rate. 

Rejiaekb. 

Rates Banctioned for special industries : — 

Peicenlage 
on prifne 
cost. 


Flour Mills, Rice Mills, Bone Mills, Sugar WoAs, 
Distilleries, Ice Factories, Aeratkig Gas Factoiies, 
Matcli Factories. 

H 


Paper Mills, Stiip Bailing and Engineering Worlcs, 
Iron and Brass Foundries. Electrical Engineering 
Works, Motor Car Repairing Works, Galvanizing 
Works, Patent Stone Works, Oil Extraction Fac- 
tories, Chemical Works, S<-ap and Candle Works, 
Lime Works, Saw Mills, Dyeing and Bleaching 
Works, Furniture and Plant in hotels and boarding 
houses, Cement Works using rotary kilns. 



Plant used in connection with hr ck manufacture, tile 
making machinery, optical machinery, glass fac- 
tories, surgical and dental instruments, Telephone 
Companies, Mines and Quarries. 

10 


Sewing machines for canvas or leather , • 



Motor cars used solely for the purpose of business 

16 


Motor taxis, motor loiries and motor buses 

20 


S. Electrical Machine}*y — 

- 


(a) Batteries ....... 

16 


# 

(i) Other ehclrical machinery, including electrical 
generaiois, motors (other than tramway motor>), 
switchgear and instruments, transformers and 
other stationary plant and wiring and fittings 
of electric light and fan installations. 

n 


(c) Underground enables and wires 

6 


(ir) Overhead cables and wires • . • • 

2* 


4, Sydro •Electric co7icerns — 

• 


Hydraulic works, pipe lines, sluices, and all other 
items not otherwise provided for in this statement. 







Class of tuildings. machinery, plant or furniture. 


Eate. 


Eemabss.. 


— — V 

Percentage 
on prime 
co$t. 

5, JElectric iramtoays — 

1 


Permanent 'teay^ 


[^r) Not exceeding 50,000 car miles per mile of ] 
track per annum. 


(h) Exceeding 50,000 and not exceediiig 75,000 car 
miles per mile of track per annum. 


(c) Exceeding 76,000 and not exceeding 125,000 car > 
miles per mile of track per «nnam. 


Cars — car trucks, car todies, electrical equipment and 
motors. 

7 

eneral ^lant^ mazhintry and tools . 

5 

6. Mineral Oil Companies — 

i 

A. Eefineries — 


(11 JloileTs • • * » • . • 

10 

(2) Prime moyers *....• 

6 

1 

(3) Prc cess plant ..*••• 

10 

B. Field operations — 


(1) BoIIeis ♦...••• 

10 

(2) Prime movers ..*••• 

5 

(3) Process plant 


Except for the following items : — • ! 


(1) Below ground— All to be charged to revenue , 

... 

(2) Above: gi*ouTid— 

(a) Portable boilers, drilling tools, well- 
head tank, rigs, etc. .... 

25 

(5) Storage tanks , . . • 

10 





Class of buildings, macbiuery, plant or furniture. 


Rate, 


RnMABKS* 


S* Mineral Oil Companies — contd. Percentage 

Except for the following items ; — contd, on prime 

(2) Above gvoundi^ contd, cost. 

(c) Pipe lines — 

(?) Fixed boilers . , . . 10 

(u) Prime movers . , , . 7-^ 

(m) Pipeline. . , • . 10 

7, Shtj}s — 

(1) Ocean— 

(a) Steam 6 

(t) Sail or tug . , . . . 4 

(2) Inland— 

(a) Steamers (over 120 ft in lr*ngth) i 6 

(b) Steamers including cargo launches (120 

ft. in length and under) , . 6 

(c) Tug boats ..... 7^' 

(c?) Iron or Steel flats for cargo, etc. . 6 

(e) Wooden cargo boats up to 50 tons 

capacity ..... 10 

(/) Wooden cargo boats over 60 tons 

c-ipacity ..... 7,\ 

•5. Mines and Qxtarrics — 

(1) Railway sidings* (excluding rails) . ' . . o ^ Depreciation on 

rails used for 

(2) Sliafts ....... 5 tramwaj's and 

sidingsi and in 

(3) Inclines* ....... 5 inclines where the 

rails are the pro* 

(4) Tranjways on the surface* (excluding mils) . 10 perty of the 

usscssee, is allowed 
at 10 per cent, 
under item 2 above 
(plant used in 
connection with 
Jlines and Qua- 
ri'ies in addition 
to any depre- 
ciation allowance 
on the cost of 
constructing the 
traniwaya sidings 
or inclines. 
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9. For the purpose of obtaining an allowance for deprecia- P. 
tion under proviso {a) to section 10 {2) {vi) of the Act, the 
assessee shall furnish particulars to the Income-tax Of&cer in 
the following, form : — 


Descripi^on of buildings, 
mocbinery, plant, or 
furnituro. 

i 

1 

Capital expenditure during 
the year for ad^tions, 
alterations, improvements 
and extensions. 

f 

Date from 
'which 
used for 
the pur- 
poses of 
the 

business ^ 

Particulars 
(including original 
j cost, depreciation 
allou'cd, and value 
realised by sale 
or scrap value) of 
obsolete machinery, 
i plant or furniture 
sold or discarded 
during the year, with 
! dates on which first 
broupht into use and 
sold or discarded. 

s 

Rekauks. 

1 

i 

2 I 

1 

3 

4 

5 


i 

] 

1 

j 


1 

V 


I— declare that to the best of my informa- 

tion and belief the buildings, machinery, plant and furniture 
described in column 1 of the above statement were the property 

of — — during the year ended and 

that the particulars entered in the statement are correct and 
complete. 

Place Signature 

Date Designation 

10. All sums deducted in accordance with the provisions of p, 56^ 
section 18 of the Act shall be paid by the person making the 
deduction to the credit of the Government of India on the same 
day as the deduction is made in the case of deduction by or on 
behalf of Government, and within one week from the date of 
such deduction in all other cases ; 

Provided that the Income-tax Ofhcer may, in special cases, 
and witli the approval of the Assistant Commissioner, permit 
a local authority, company, public body or association, or a 
private employer to pay the incoine-tax deducted from salaries 
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quarterly on June September 15th, December 15th, and 

March 15th. 

P, 56. 11. In the case of income chargeable under the head 

‘ Salaries,' where deduction is not made by or on behalf of 
Government, the person paying the salary shall pay to the 
credit of the Government of India by remitting the amount to 
the Income-tax Officer concerned or to such officer as he may 
direct and shall send therewith a statement showing the name 
of the employe from whose salary the tax has been deducted, 
the period for which the salary has been paid, the gross amount 
of the salary, the deduction for a provident fund or insurance 
premia, and the amount of tax deducted. 

11-A. The prescribed rate of exchange for the calculation 
of the value in rupees of any income chargeable under the head 
‘ Salaries ’ which is payable to the assessee out of India by or on 
behalf of Government shall be the rate notified by the Controller 
of the Currency in respect of the recovery of contributions to the 
Indian Civil Service Fund for the month in which such income 
is payable. 

P, 56. 12. In the case of income chargeable under the head 

‘ Interest on securities,’ where the deduction is not made by or 
on behalf of Government, the person responsible for paying 
the interest shall pay to the credit of the Government of India 
by remitting the amount to the Income-tax Officer concerned 
or to such officer as he may direct with a statement showing the 
following particulars : — 


(i) Description of securities. 

(m) Numbers of securities. 

{Hi) Dates of securities. 

{iv) Amounts of securities. 

(?;) Period for which interest is drawn. 
(■»?') Amount of interest, and 
[vii) Amount of tax. 


P.58. 


■(1) This ' 
number also 
•appears in 
the interest 
•cages on the 


13. The certificate to be furnished under section 18 {9) of 
the Act by any person paying interest chargeable to income-tax 
on any security of the Government of India or of a local 
Government shall be in the following form : — 

Draft No. (^) ^ 

Certified that Rs. ^being income-tax at 

the rate of — ^pies per rupee has been deducted by draft of this 
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date from Rs. 

on(') 

of— — 


being the amount of interest 

for R-s. 

for Rs. — — standing in the name of^smlrity 

for Rs. 


ig 2 . Su'perintendent or Princi'pal Officer. 

To be signed by claimant. 

I hereby declare that the securities on which interest as above 
specified has been received were my own property and were in 
the possession of — 


B,t the time when income-tax was deducted. 

Signature 

Date 


(iV.Z?. — The securities to be produced when required in support of any claim.) 

“ 13 A. The certificate to be furnished under section 18 {9) 
iof the Act by the person paying any interest on debentures or 
other securities for money issued by or on behalf of a local 
authority or a company shall be in the following form ; — 


" Name of 


I ocal Authority 
Company 


Address- 


To 


hereby certify that Rs. being income-tax at the 

rate of pies per rupee has been deducted from Rs. 

being the amount of interest at the rate of per cent, per 

annum due^ on debentures Nos. of Rs. 

each of the t and that it has been or will, within the JayaWe.^" 

prescribed period, be paid by to the Government of India, 

. ^ the local 

• authority or 

^ the company. 

Princi'pal o'ffieer o'" Managing Agents. 


—192 . 


c 
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(To be signed by claimant.) 

I hereby declare that the securities on which interest as--- 
above specified has been received were my own property and 
were in the possession of 
at the time when income-tax was deducted. 

Signature — — — 

T)ate — — — 


(N.B . — The secnrities to be produced tvhen required in support of any claim.) ” 

P. 60. 14. The certificate to be furnished by the principal officer 

of a company under section 20 shall be in the following form : — 

(Name of Company) 

(Address of Company) 


Date 


(1) OrDi- 
vidend and 
bonus. 

(") Year or 
half year, as 
the case may 
be 

( '^) Here .g. 
enter 'a'hether ( ) 
Iree of 

income-tax or 
not. 

{*) Here 
enter number 
and descrip- 
tion of 
shares. 

(^) Here 
.specify num- 
ber and 
nature of 
meeting. 


AVarr.'Ustt for Rs. , being dividend (^) of per- 
cent. for the (■) ending on the day of 

19 , , C) on C) 

shares in this company, registered in the name of 

. This dividend was declared at the- 
meeting held on the (®) 

192 . 


(^) Here 
enter date. 

W, 'isreby certify that income-tax „„ a. 

and gains of the company, of which this dividend forms a part, 
has been, or will be, duly paid by ^ to the Government of 
India. 


Signature 
Ojfice 
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(To be signed by the claimant.) 

I hereby certify that the dividend above mentioned relates 
to shares which were my own property at the time when the 
dividend was declared and were in the possession of 

Signature 

Date 

15. The returns for Government officers under section 21 of 
the Act shall be prepared and submitted to the Income-tax 
Officer by ; — 

{a) Civil Audit Officers for all gazetted officers and 
others who draw their pay from audit offices on 
se2Darate bills; and also for all pensioners who 
draw their pensions from audit offices. 

(&) Treasury officers for all gazetted officers and others 
who draw their pay from treasuries on separate 
bills without countersignature; and also for all 
pensioners who draw their pensions from trea- 
suries. 

{c) Heads of Civil or Military offices for all non-gazetted 
officers whose pay is drawn on establishment bills 
or on bills countersigned bj’- the head of office. 

{d) Forest disbursing officers and Public Works Depart- 
ment disbursing officers in cases where direct pay- 
ment from treasuries is not made, for themselves 
and their establishments. 

{e) Head postmasters for (i) themselves, their gazetted 
subordinates and the establishments of which the 
establishment pay bills are prepared bj’- them and 
{ii) gazetted supervising and controlling officers of 
whose headquarters post office they are in charge ; 
Head Record Clerks, Railway Mail Service, for 
themselves and all the staff whose pay is drawn in 
their establishment pay bills ; the Disbursing 
Officers in the case of the Administrative and the 
Audit offices. 

'(/) Controllers of Military Accounts (including Divi- 
sional Military Supply, Marine, Field and War 
Controllers) for all gazetted military officers under 
their audit. 

c2 


P. 61 
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(g) Disbursing officers in the Militaiy Works Department 
for themselves and their establishments. 

{h) Chief Examiners of Accounts or Chief Auditors of 
Railways concerned for all railway emf)loyes under 
their audit. 

P.61. ;i6.. The minimum income under the head ‘ ‘ Salaries ’ ’ refer- 

red to in section 21 {a), shall be Rs. 2,000 per annum. 

P. 61. 17. The return to be delivered to the Income-tax Officer 

under section 21 of the Act shall be in the following form : — 



I certify that the above statement contains a complete list 

of the total amounts paid by = to all persons 

who were receiving income on the 31st day of March 19 — at 
the rate of Rs. 2,000 per annum, or have received during the 
year ended on that day not less than Rs. 2,000 in respect of 
salary, wages, annuity, pension, gratuity, fees, commissions, 
perquisites, or profits in lieu of or in addition to salary or 
wages, and that all the particulars stated are correct. 

Signature of 'person hy ivlwm the return is delivered. 

Bate 
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18. The return of total income of companies required under 
section 22 (l) shall be in the following form and shall be accom- 
panied by a copy of the profit and loss account referred to 
therein : — 


Income, or gains from hnsiness, trade, commerce. 


Income, profits, or pains ay per profit and loss account for tlic j ear ended 



Add any amount debited in the accounts iu respect of — 

1* Reserve for bad debts 

2. Sams carried to reserve for provident or other funds 

3. Expenditure of the nature of charity or presents • . . ' . 

4. Expenditure of the nature of capital 

o. Income-tax or Super-tax . • 

6. Rental value of property owned and occupied .... 

7. Cost of additions to, or alteration!*, extensions, improvemcjits of, any of 

the assets of the business ... . , , . 

8. Interest on reserve or other funds ....... 

9. Losses sustained in former years ....... 

10. Losses recoverable under an insurance or contract of indemnity 

11. Depreciation of any of the assets of the business .... 

12. Expenses not incurred solely for the purpose of earning the profits 

Total 


51 A. p. 


Bedvet — Any profits inclnded in the accounts already charged to Indian income- 
tax and the interest on securi*ies of the Government of Ind.a or of 
local Governments declared to be income-tax free .... 


Bala'.'Cl 


If the company owns any property not occupied for llu'' 
purposes of the business a. statement in the form prescribed 
Schedule A to rule 19 should be attached with particulu'r^ of 
the credit and debit on account of such property ent-e''C'd b' 'he 
accounts. 


P, 62. 
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P.63. 


Declaration. 

the [Secretary, 

etc., (see section 2 {12) of the Act)] of the 

(name of Company) declare that the informa- 

..lon against each head in this return is correctly given as shown 
in the books of the Company as also in the accounts which have 
been duly audited by the auditors of the Company and which 
have been adopted by the shareholders of the Company. 

{Signature) 

{Design a ti on) 

Dated 19 . 


19. The return of total income for individuals, firms and 
Hindu undivided families required under section 22 {2) shall 
be in the following form : — 


Statement of total income during the 'previous 'gear. 


Sources of Income. 


Amount of 
profits or 
or 

income duringl 
the previous 
year. 


1. Salaries (including wn^es, annuity, pension, 

gratuity, fees, commission, allovrances, per- 
quisites, including ivnt-frec quarters) or 
profits received in lieu of, or in addition to, 
salary or wages [Sec note (1)] 

2. Interest on Securities (including debentures) 

already taxed ...... 

3. Interest on Securities of the Government of 

India or of local Governments declared to be 
income-tax free . * • . 

4. Property as shown in detail in Schedule A „ 

5. Business, trade, commerce, manufacture, or 

dealincjs in property, shaies or securities 
(details as in note 5) , . , • >* 

6. profession .... 

• >> 

7. Dividends from Companies , 



Tax already 
charged on 
the incoine. 


Rs. 
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Statement of total income dnring the 'previoV'S year — contd. 


1 

2 

3 

^ouiccs of Income. 

Amount of 
profits or 
gains or 
income during 
the previous 
year. 

Tax already 
charged on 
the income. 

^ I 

S. Interest on mortgages, ioans, fixed deposits, 

current accounts, etc. • • , . . . ; 

Es. 

Eb. 

i 

P. Ground Kent ........ 



10. Any source other than those mentioned 
above including any income earned in pait- 
nership with otheis * , . .[See note (8J j 

i 


Total 



Deductions claimed on account of contributions to provident 
fund, etc., or insurance premia (See note 9), 


t 

\ 

1 


I declare that to the best of my knowledge and belief the 
information given in the above statement is correct and com- 
plete, that the amounts of income shown are truly stated and 
relate to the year ended and that no other income 

accrued or arose or was received by . during the said j^ear 

and that have no other sources of income. 

Signature 


Date 

N.B. — {a) Income accruing to you outside British India received in British India is 
liable to iaxationy and must be entered by you in the form, 

(6) All income from whatever source derived nimt Ve entered in the form, including 
income received by you as a yartner of a firm. 

Note 1 , — In column 2 should be shown the gross amount of salary and not the net 
amount after deduction on account of income-tax, provident funds, etc. 

Not& 2 . — ** Interest on securities ** means the interest on promissory notes or bonds 
issued by the Government of India or a local Government, or the interest on debentures 
or other securities for money issued by or on behalf of a local authority or Company. 
Where income-tax has been deducted from the interest, or where the interest has been 
paid income-tax free, the amount of tax so deducted or paid should be added to the 
amount of interest actually received, and the gross amount so arrived at should be 
entered in column 2 of the statement. The term ** interest on securities does not 
include interest on fixed deposits or mortgages or other loans, which have to he shown 
tinder heading 8. 



56 


The interest on securities of the Government of Indin or of local Governments declared 
to he income-tax free should be shown under head 3. Those which are not declared to be 
income-tax free should be included under this head. 

Entries under this head must be supported by the certificate issued by the person 
or Company paying the interest under section 18 (9) of the Act. 

Note 3. — (a) The income-tax payable on the interest receivable on a security 6f a 
Local Government issued income-tax free is jjayable by the Local Government and not 
by the holder of the security. 

(t>) Only the interest on securities of the Government of India or of a Local Goveim- 
ment declared to be income-tax free should be entered against this head. Such interest 
will not be charged to income-tax, but it must be included in the statement of total 
income in order to ascei’tain the rate of income-tax chargeable on other income. It Is 
chargeable to super-tax, 

(c) Particulars of any interest on securities issued by other authorities and stated 
to be free of income-tax should be entered against head 2, as income-tax on such interest 
is actually paid by these authorities on behalf of the recipients, 

' Note 4- — The tax is payable under this head in respect of the bona fide annual value 
of any buildings or lands appurtenant thereto of which you are the owner, other than 
such portions of such buildings and lands as you may occupy for the purpose of your 
business. 


SCHEDULE A. 






















Note 5, — (a) Where you keep your accounts on the mercantile accountancy oi 
profits system, you must file return in the following form : — 


Income, 'profits or gains from hnsiness, trade, commerce. 


Income, profits or gains as per Profit and Loss Account for the rear ended 
^19a 


ii 


Add any amount dehitefi in the accounts in respect of — 

1 . Ke^erve for had debts . 

2 . Sums curried to reserve for provident or other fuink 

3. Expenditure of the nature of charity or presents 

d. Expenditure of the nature of capital ...... 

5. Income-tax or Super-tax ....... 

6 . Drawings or salary of proprietor or partners , . . . 

. 7. Rental value of property owned and ocjupiel * . , . 

8 . Co'^t of additions to, or alterations, extensions, improvements of any 

of the assets of the business. 

9. Interest on the proprietor's or partner’s capital including interest on 

reserve or other funds. 

10 . Losses sustain in former 3 m \rs . . . . 

11 . Losses recoverable under an insurance or contract of indemn'ty 

12. Depreciation of any of the assets of tiie business 

13 . private or personal expenses and expenses not incurred solely for the 

purpose of earning the profits. 


Total • 

Deduct . — profits included in the account already charged to Indian 
incom-bix and the interest on seenritieB o? the Gov‘^rnment of 
India or of local Governments declared to be income- tux free. 

Balance . j 


(Signature of the person making the return). 

(Date) 192 . 

(d) Where you do not keep your accounts in such a form, you must file a statement 
showing how you arrive at the taxal^le profits, i.e., showing details of the gross receipts 
and of the expenditure you propose to set against those receipts. No deductions are 
permissible on account of — 

(i) Property owned and occupied by the owner of a business for the purposes of 
a business ; ' 

(ii) Additions to or alterations, extensions, or improvements of any of the assets- 
of the business; 

(n*i) Interest on the capital of the proprietors or partners of the business; 
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(fv) Bad debts not actually written off in the accounts > 

(y) Losses sustained in previous years; 

(vi) Beserves of* any kind; 

{vii) Sums paid on account of the income-tax or super-tax or any tax levied by a 
local authority other than local rates or municipal taxes in respect of the 
portion of the premises used for the purpose of the business ; 

(viii) Any expenditure of the nature of charity or a present; 

{ix) Any expenditure of the nature of capital; 

(x) Any loss recoverable under an insurance or a contract of indemnity; 

(xi) Depreciation of any kind other than that specified in the Act; 

(xii) Drawings or salaries of the proprietors or the partners ; 

[xiii) Private or personal expenses of the assessee ; 

(xiv) Any expenditure of any kind which is not incurred solely for the purpose of 
earning the profits. 

If you have included any such sums in your expenditure in your hooks, you must 
exclude them from the expenditure permissible for the purpose of arriving at your 
taxable profits. 

jVotc 0 . — The income, profits or gains shall be computed after making allowance for 
any expenditure (not being in the nature of capital expenditure) incurred solely for the 
purpose of such profession or vocation, provided that no allowance is made on account 
of any of your personal expenses. Professional fees received by you in any part of 
India (whether within British India or not) must bo included by you in your receipts. 

Note 7. — Income-tax chargeable on the profits of companies is paid by the companies, 
so that the dividends which shareholders receive represent the net amount remaining 
after income-tax has been paid. The amount of income-tax paid upon these dividends, 
even if the dividends are stated to be income-tax free, should be added to the amount of 
the dividends actually received, and the gross amount arrived at should be entered in 
column 2 of the statement. 

If the rate of tax applicable to your total income is less than the rate at which tax 
has been paid upon your dividends, you may, by attaching the company’s certificate 
received with the dividends, have the excess collected on your dividends from the 
company set against the tax payable by you on your other income instead of having to 
apply separately for a refund. 

Note 8 . — Agricultural income from land not paying land revenue or local rates to 
an authority in British India should be included under this head. 

Note 9 ,^ — Deductions from total income can only be made for insurance premia in 
respect of insurance on your own life or on the life of your wife, or in respect of a 
contract for a deferred annuity on your own life or on the life of your wife. No deduc- 
tion is permissible in the case of any^ other form of insurance except in the case of 
Hindu undivided families where deductions are permissible on account of premia paid in 
respect of insurance on the life of any male member of the family or of iiis wife. The 
original receipt or the certificate of the insurfince company to which the premium was 
paid must be attached to the return. 


P. *^4. 20. The Notice of Demand under section 29 shall be in the 

following form : — 

NOTICE OE DEMAND UNDER SECTION 29 OF THE 
INCOME-TAX ACT, 1922. 

To 


1. You have been assessed for the current year to income-tax 
amounting to Rs. [in addition to which a penalty of 
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has been imposed], as shoAvn in the copy of the 
assessment form sent herewith. 

2. You have also been assessed to super-tax amounting to 

IvS. 

3. You are required to pay the amount of Rs. on or 

before the — to at when you 

will be granted a receipt. 

4. If you do not pay the tax on or before the date specified 
above, you wull be liable to a penalty which may be as great as 
the tax due from you. 

5. If you are dissatisfied with your assessment you may 

present an appeal under sub-section (I) of section 30 of the 
Indian Income-tax Act, 1922, to the Assistant Commissioner of 
Income-tax at (or the 

Collector of the district) within 30 days from the receipt of 
this notice, on a petition duly stamped in the form prescribed 
under sub-section (5) of section 30 and verified as laid down in 
that form. 

Or 

The assessment has been made under sub-section {4) of 
section 23 of the Indian Income-tax Act, 1922, because you 

to raaVc a rotuni of your income under section 22 
f Sailed, to comply A\ith a notice under sub-seotion { 4 ) of section 22 ^ £111(1 110 ^ppG3/l 
to comply with a notice under su bisection (5) of section 23 

lies. But if you were prevented by sufficient cause from 
making the return or did not receive the notice(s) afore- 
said, or had not a reasonable opportunity to comply, or were 
prevented b}?^ sufficient cause from complying, with the terms of 
the notice(s), you may applj?’ to me, under section 27, to cancel 
the assessment and proceed to mal?:e a fresh assessment. 

6, The appropriate chalan should be sent along with the 
amount joaid. Should you lose the chalans attached to this 
notice of demand, it will be necessaiy for you to apply to the 
Income-tax Officer for copies of fresh chalans. 


Dated 1 9 


Income-tax Officer. 


{Place ) — 

Note . — The superfluous ^yords in paragraph 5 should he deleted. 
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ASSESSMENT EOEM. 

Assessment for 192 -2 . 
. District. 

Name of assessee 
Address 


Ferial 

nurntf*!*. 


Detailed sources of income. 


Amount 0 ? 
Income, 


1 Salaries , , • 

2 Interest on securities 

3 Property 

4 Business 

5 i'rofcssion 

(5 Other hources . 


R 


Tax deducted at 
t-onrcc. 

E 


(i) Total income 


(iij Deduction on account of provident fund, 
insuraaoe premia, etc. 

(iii) Deduct suras received as dividends or 
from a i*egistered firm, 

(iy) Deduct amount of interest from tax-free 
securities of the Goveimment of India. 


(v) Income now to he taxed . , , , 

(vi) Pate applicabb*— pies per rupee 

(vii) Amount of tax . . . , • 

E 

(viii) Reduction under Section 17 

(ix) Amount of deductions at source from 
sulary or inioicst on securities for which 
credit is given under section 18 (5). 

(xl Abatement on account of dividends ^at 
pies per lupee). 

(xi) Aha^ement on accoutit of income fiom a 

registered film (at pies per rupee). 

(xii) Net amount of tax • . . . , 

(xiii) Pemlty under section 28 [or section 25 (2*)] 

(xiv) Total sum payable vin figures as well as in wordsl 

Rupees 

Annas 
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PoR USE IN’ l922-a3 ONLY. 


Adjustment for year 192t-23 and net demand. 


h Actual total income of 
Tear adjusted. 

u 

A. 

P. 

6. Tax already paid in res- 
pect of the year adjuet- 
ed — 

(i) at source . 

(ii; to Income-Tax 
Officer (prelimi- 
nary asPeasnient 
under section 18). 

Total 

R 

A. 

S. Deduct items exempted or 
excluded under section 
12 of the radian Income- 
tax Act. 1918. 

3, Actual taxable income of 
year adjusted. 






4. Rate applicablo— - 

Pies ordinary on R . 



i 

7. Balance for the year 
adjusted — 

Recoverable 

To be refunded * 



B. Tax due— 




8. Account for 1922-23 as 
above. 



Ordinary — section 18. 




9. Net amount to be 
recovered 
refunded • 



Total 




In words 




21. An appeal under section 30 shall, in the case of an 
appeal against a refusal of an Income-tax Officer to make a 
fresh assessment under section 27, be in Form A; in the case 
of an appeal against an order of an Income-tax Officer under 
section 25 (2) in Form C; in the case of an appeal against an 
order of an Income-tax Officer under section 28 in Form D and 
in other cases in Form B. 


Form A. 

Form of a'p'peal against an order refusing to reofen an assess- 
ment under section 27. 

To 

The Assistant Commissioner of 

The da}'' of 19 . 

The petition of of 

sheweth as follows : — 

1. Under the Indian Income-tax Act, 1922, your petitioner 
has been assessed on the sum of Es. for the year 

commencing the 1st day of April 19 . 


P. 75. 
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2. Your petitioner was prevented by sufficient cause f 

making the return required by section 22 or did not receive 
the notice issued under sub'section (4) of section 22, or siffi- 
section (2) of section 23, or had not a reasonable opportunity 
to comply or was prevented by sufficient cause from complying 
with the terms of the notice under sub-section (4) of section 22 
or sub-section (2) of section 23, as more particularly specified 
in the statement attached. 

3. Your petitioner therefore presented a petition to the 

Income-tax Officer under section 27, requesting him to cancel 
the assessment. This petition, the Income-tax Officer, by his 
order dated of which a copy is attached, has 

rejected. 

4. Your petitioner therefore requests that the order of the 
Income-tax Officer may be set aside and that he may be directed 
to make a fresh assessment in accordance with the law. 

(Signed) 


Statement of facts. 


Form of rer location. 

I, , the petitioner, named in the 

above petition, do declare that what is stated therein and in the 
above statement of facts is true to the best of my information 
and belief. 

(Signed) 


Torm B. 

F orm of a'pfoal against assessment to Income-taw. 
To 


The Assistant Commissioner of 

day of 19 . 

The petition of . of sheweth as 

follows : — 

1. Under the Indian Income-tax Act, 1922, your petitioner 
has been assessed on the sum of I^s. for the y^ear 





/ 
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\ 


.commencing the 1st day of April 19 . The notice of demand 

-attached hereto was served upon him on * 

2. Your petitioner’s income accruing or arising or ^eceiv 
■on demand under the provisions of the Act to accrue or 

•or to be received in British India for the year ending 
-day of 19 amounted to Rs. 

3. Such income and profits actually accrued or arose or were 

received during the period of months and 

During the said year your petitioner had no other income 

-or titioner has made a return of 

T fo.: Offipcr under section 22, sub-section 

Sl^onhe aS and has complied with all the terms of the notice 
lived on ht by the Income-tax Officer under section 23 (2) 

petitioner therefore prays that ^ ^®^^rg?aWe 

accorLg^ (or that he may be declared not to be chargeable 
.under the Act). 

(Signed) 

Grounds of appeal. 

Form of verification. 

the petitioner, named m the 
•aboTC petition, do declare that ^haUs stated therein is rue o 
'.tL best of my information and belief. 

^Sisned)- 


Borh C. 

Form of ai}i>eal against an order under section 2o 


'To 


The Assistant Commissioner of Income-tax. 

The ■ 

The petition of 

sheweth as follows ' Tnrlmn Income-tax Act, 1922, 

1. Under section 25 (^) o -jj^posed on your petitione^ 

a penalty of Bs- attached hereto was served upon u- 

The notice of demand attacliea 


<on 
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2. Your petitioner was prevented by sufficient cause as more 

particularly explained below from giving notice within the time/ 
prescribed by section 25 {2) to the Income-tax Officer of the dis/ 
continuance of his business, profession or vocation. / 

3, Your petitioner therefore requests that the order of tlie 

Income-tax Officer imposing a penalty of Rs. upon your 

petitioner may be set aside. 


/ 


(Signed)— 


Statement of facts. 

. Form of verification. 

I, , the petitioner, named dn the 

above petition, do declare that what is stated therein and in the 
above statement of facts is true to the best of my information 
and belief. 


(Signed) 


I ■ Form D. 

Form of af'peal against an order under section 28. 
To 

The Commissioner of Income-tax. 

The Assistant Commissioner of Income-tax. 


The 

day of 

19 . 


The petition of 
follows ; — 

of 


sheweth as 


1. Under section 28 of the Indian Income-tax Act, 1922, 
a penalty of Rs. has been imposed on your petitioner by 

demand attached hereto 

was served upon him on 





65 


2. \ou.r petitioner did not conceal the particulars of liia 
income or deliberately furnish inaccurate particular thereof 
but as will be seen from the statement of facts attached returned 
it at its real amount to the best of his knowledge and belief. 

3. Your petitioner therefore requests that the order of the 

Income tax Officer • • i, o -r^ 

Assistant Commissioner S, penalty of Rs. UpOn yOUI* 

petitioner may be set aside. 

(Signed) 


Statement of facts. 

Form of verification. • 

I, , the petitioner, named in the 

above petition, do declare that what is stated therein is true to 
the l^est of my information and belief. 

(Signed) 


22. An appeal under section 32 {2) shall in the case of an 
appeal against an order of an Assistant Commissioner under 
section 28 be in Form C attached to Rule 21 and in other cases 
in Form E. 


Form E. 


To 


The Commissioner of Income-tax, 


The day of 19 ' 

The petition of — sheweth as follows 

1. Under setcion 31 (5) of the Indian Income-tax Act, ^922, 
th ' Assistant Conimissionpr of - - — increased 
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the tax payable by your petitioner from Rs. ^ ^tc 

Rs. — . j 

2. Your petitioner prays that the enhancement may be seo 

aside or reduced to Rs. for the reasons stated 

below : ■ 

Signed — 


Grounds of ap'peal. 


I,- - , the petitioner named 

in the above petition, do declare that what is stated therein is 
true to the best of my information and belief. 

Signed — 

P. 2. 23. (1) Subject to the provisions of rule 24, in the case of 

income derived in part from agriculture and in part from 
business an assessee shall be entitled to deduct from such in- 
come the market value of any agricultural produce raise.d by 
him or received by him as rent in Ivind which he has utilized as 
raw material for the purposes of his business or the .sale receipts 
of which are included in the accounts of his business. The 
balance of such income shall be deemed to be income derived 
from the business and no further deduction shall be made there- 
from in respect of any expenditure incurred by the assessee as 
a cultivator or receiver of rent in kind. 

P. 2. 23. (2) Ror the purposes of sub-rule (1) ‘‘ market value 

shall be deemed to be : — 

(a) where agricultural produce is ordinarily sold in the 
market in its raw state, or after application to 
it of any process ordinarily employed by a culti- 
vator or receiver of rent in kind to render it fit 
to be taken to market, the value calculated 
according to the average price at which it has 
been so sold during the year previous to that in 
which the assessment is made. 

(&) where agricultural produce is not ordinarily sold in 
the market in its raw state, the aggregate of — 

(1) the expenses of cultivation; 

(2) the land revenue or rent paid for the area in 

which it was grown; and 
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(3) such percentage of the aggregate of (1) and (2) 
as the Board of Inland Revenue may from 
time to time fix for the class of produce con- 
cerned. 

24. Income derived from the sale of tea grown and manu- 
factured by the seller shall be computed as if the growing, 
manufacture and sale of such tea were a business within the 
meaning of section 10 of the Act, and 25 per cent, of such 
income shall be deemed to be derived from business. 

25. In the case of Life Assurance Companies incorporated 
in British India whose profits are periodically ascertained by 
actuarial valuation, the income, profits and gains of the Life 
Assurance Business shall be the average annual net profits 
disclosed by the last preceding valuation, provided that any 
deductions made from the gross income in arriving at the 
actuarial valuation which are not admissible for the purpose 
of income-tax assessment, and any Indian income-tax deducted 
from or paid on income derived from investments before such 
income is received, shall be added to the net profits disclosed 
by the valuation. 

26. Rule '25 shall apply also to the determination of the 
income, profits and gains derived from the annuity and capital 
redemption business of life assurance companies, the profits of 
which can be ascertained from the results of an actuarial 
valuation. 

27. If the Indian income-tax deducted from interest on the 
investments of a company exceeds the tax on the income, profits- 
and gains thus calculated, a refund may be permitted of the 
amount by which the deduction from interest on investments 
exceeds the tax payable on such income, profits, and gains. 

28. In the case of other classes of insurance business (fire, 
marine, motor car, burglary, etc.) of a company incorporated 
in British India, the income, profits or gains shall be deter- 
mined in accordance wdth the provisions of the Act, subject 
to the allowance specified in the rule next following, 

29. If in the ordinary accounts of any insurance business 
other than Life Assurance, Annuity, or Capital Redemption 
Business carried on by an Insurance Company any amount is 
actually charged against the receipts for the sole purpose of 
forming a reserve to meet outstanding liabilities or unexpired 
risk in respect of policies which have been issued (including 
risk of exceptional losses) and is not used for any other purpose 
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-such amount may be treated as expenditure incurred solely for 
the purpose of earning the profits of the business. 

30. Any amount either written-oft’ in the accounts or? 
through the Actuarial Valuation Balance Sheet to meet depre-' 
ciation of, or loss on, securities or other assets, or which i.s 
carried to a reserve fund formed for that sole purpose and not 
used for any other purpose, may be treated as expenditure 
incurred solely for the purpose of earning the profits of the 
business. Any sums taken credit for in the accounts or Actua- 
rial Valuation Balance Sheet on account of appreciation of or 
gains on the securities or other assets shall be deemed to be 
income chargeable to tax, subject always to deduction of such 
portion thereof as has been otherwise taken into account in 
calculating the income, profits or gains. 

31. The income, profits and gains of companies carrying on 
Dividing Society or Assessment business shall be taken at 15 
per cent, of the premium income in the previous year and, in 
'the case of non-resident companies, at 15 per cent, of the Indian 
premium income in the previous year. 

32. Notwithstanding anything contained in rules 25 to 31, 
the total income, however, of an insurance company carrying on 
more than one class of business shall be determined by its aggre- 
gate income from all classes of businesses. 

33. In any case in which the Income-tax Officer is of opinion 
that the actual amount of the income, profits or gains accruing 
or arising to any person residing out of British India whether 
directly or indirectly through or from any business connection 
in British India cannot be ascertained, the amount of such 
income, profits or gains for the purposes of assessment to income- 
tax may be calculated on such percentage of the turnover so 
accruing or arising as the Income-tax Officer may consider to 
be reasonable, or on an amount which bears the same proportion 
to the total profits of the business of such person (such profits 
being computed in accordance with the provisions of the Indian 
Income-tax Act) as the receipts so accruing or arising bear to 
the total receipts of the business, or in such other manner as the 
Income-tax Officer may deem suitable. 

34. The profits derived from any business carried on in the 
manner referred to in section 42 { 2 ) of the Act may be deter- 
mined for the purposes of assessment to income-tax according 
to the preceding rule. 

35. The total income of the Indian branches of non-resident 
insurance companies (Life, Marine, Fire, Accident, Burglary, 


P. 100. 

\ 

P. ICO. 

P. 100. 

P. 84. 

P. 84. 

P. 84, 
100 . 





69 


Fidelity Guarantee, etc.), in the absence of more reliable data, 
may be deemed to be the proportion of the total income, profits 
or gams, of the companies, corresponding to the proportion 
which their Indian premium income bears to their total premium 
income. 

P* S8. 36.. An application for a refun.d of income-tax under section 

48 of the Act shall be made in the following form ; — 

o 


I, 


A 'p'pli cation for refund of Income-tax. 
of 


do hereby state that my income from all sources to which the 
Act applies during the year ending on the 31st 

March 19 , amounted to Rs. only, / 

I therefore pray for a refund of 

Rs. under “ Salaries ” 

Rs. under “ Securities ” 


Rs. under '' Dividends from 

companies ” 

Rs.— under Share of profits 

of the registered firm ” 


le portions kllOWn aS' 
required 
«5iiould be 
scored out ) 


of which I am a partner. 

Signature — 


I hereby declare that what is stated herein is correct. 


Dated — “1 ^ • 


Signature 

37. The application under rule 36 shall be accompanied by 
a return of total income in the form prescribed under section 22 
unless the applicant has already made such a return to the 
Income-tax Officer. , 
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P. 88. 38. Where the application under rule 36 is made in respect^ 

of interest on securities or dividends from companies, the 
application shall be accompanied b}’ the certificate prescribed 
under section 18 (9) or section 20, as the case may be. 

P. 88. 39. The application under rule 36 shall be made to the 

Income-tax Officer for the district in -which the applicant is 
chargeable directly to income-tax or, if he is not chargeable 
directly to income-tax, to the Income-tax Officer for the district 
in which the applicant ordinarily resides, or if he is not resi- 
dent in British India — ■ 

(z) to the Income-tax Officer of the district or area in 
which he was last charged directly to income-tax 
when so resident, or 

(n) if he has never been so resident, to the Income-tax 
Officer of the district or area where the income-tax 
for the refund of which application is made was 
deducted. 

40. An application for refund of income-tax under section 
49 of the Act shall be made in the following form : — 


Application for relief from double income-tax under section 49 
of the Indian Income-tax Act, 1922. 

I, of , do hereby state- 

that I have paid United Kingdom income-tax and super-tax 
amounting to £ for the year ending 19 on an 

income of £ and that Indian - — rr — — — . of Rs. 

^^lcomc•tnx anti supcr-tav 

1 • j ^ the same income. 

has also been paid on thesamefeomce amounting to 

I have obtained relief under the provisions of section 27 of the 

English Finance Act, 1920, at the rate of see attached 

certificate from the Inspector of Taxes, . I now pray" 

for a further relief at the rate of amounting to Es. 

—under section 49 of the Indian Income-tax Act, 1922, 

to which I am entitled. My income from all sources to which 
this Act applies during the “ previous year ” ending on the 

— 19 amounted to Rs.-^ 

Return of income - f ■ ■ . 

alread}^ Bubmitted 

Signature — . 

I hereby declare that what is stated herein is correct. 

Signature . 


Dated 


19 
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41. The application under role 36 o 14 agent 

by the applicant in person or through a an . 
or may be sent by post. 




PART III 


NOTES AND INSTRUCTIONS 
REGARDING THE INCOME- 
TAX LAW AND RULES 
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KOTES AND INSTRDCTIONS REGARDING THE INCOME-TAX 

LAW AND RHLES. 

1. lEictent of the Act. [^Section 1 (2).] — Tliis sub-section governs tbe 

‘Wiiolo oi tlie Act and defines tlie areas to tlie Act applies. 

Section / (2) on tbe other hand governs merely the taxation of parti- 
cular classes of income. 

The words and to all other sei’vants of His Majesty in those 
dominions were added in the Act of 1918 as it was considered advisable 
TO abanemn the preyioris limitation, in the case of persons serving outside 
British India, of liability to British subjects, since it not infrequently 
happens that subjects of Indian States are taken into Government 
employment and sent to serve in places outside British India. 

The words “ including British Baluchistan ’’ were inserted in the 
Act of 1922. Prior to the passing of that Act, the Income-tax Act was 
applied to British Baluchistan by notification in a restricted form, 
income-tax being, under the notification, leviable only upon salaries 
received by persons in the service of, and paid by or on behalf of. 
Government or of a local authority established in the exercise of the 
powers of the Governor General in Council. The Act now applies in 
full force to the whole of British Baluchistan. 

_ The whole of the Act has been applied to Berar, the Civil and 
Military vStation of Bangalore and the Districts of Abu and Angul. 
Only so much of the Act has been applied to the Cantonment of Baroda, 
the British administei’ed areas in Central India and the British ad- 
ministered areas (excluding Railway lands) in the Bombay Presidency, 
as relate to the assessment and collection of income-tax on salaries 
■of Government servants or of local authorities established in the exercise 
of the powers of the Governor General in Council. 

Under this sub-section — 

(a) the Act applies in Indian States to all persons in the service of 
Government, whatever their nationality. It applies in Indian States to 
persons in the service of a local authority established in the exercise of 
the powers of the Governor General in Council, only if they are British 
subjects or servants of Government lent to the local authority; 

(&) the salaries of Government officers serving outside India are not 
liable to income-tax unless they are drawn or otherwise received in 
India. 

(c) Erontier Agency tracts and ceded areas are included in the term 
dominions of Princes and Chiefs in India in alliance with His 
Majesty ” (G. I. No. 791-E., dated the 26th March 1918). 

2. Definition of agricultural income.” \_SeGtion 2 (f).] — ^Agricul- 
tural income is exempted from tax under the provisions of section 4 (3) 
iviii) of the Act and any income to be exempted must fall within the 
words of this definition. The definition was amended in the Act of 1922 
in order to make it clear that rent or revenue derived from land used 
for agricultural purposes [clause (a) j is exempt from tax^ only in cases 
where the land is assessed to land revenue by an authority in British 
India or is subject to a local rate assessed and collected by an authority 
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in Britisli India, and tliat the exemption does not apply to cases wliere 
the land pays revenue or local rate to authorities outside British India. 
Clauses (b) and (c) vere also amended at the same time in order to mahe 
it clear that the limitations in clause («) apply also to the incomes 
specified in clauses (6) and (c), so that income derived from agriculture 
will onlj’’ he exempt if the agriculture is in respect of land on which 
land revenue or local rate is paid to an authority in British India. 

A further amendment Avas also made by the Act of 1922 in clause 
(h) (in). Under the preAuous Acts profits from the sale by a cultiA*aior 
or receiver of rent-in-hind of the produce raised or receiA’ed by him were 
included under “ agricultural income ” only in cases AA'here the culti- 
A'ator or receh’^er of rent-in-kind did not Iceep a shop or stall for the sale 
of such produce. Under the present Act profits derived by a cultivator 
from the sale of the produce raised by him are included in the term 
“ agricultural income ” where the produce is sold in its raAv .state, that 
is, if no process has been performed in respect of the produce other tho.n 
a process of the nature described in sub-clause (??). The tax therefore 
is noAA' not leAuable on the profits derived by a culliA’ator or receiA-er of 
rent-in-kind from the sale of the rav produce raised or received by him 
eA’en if he keeps a shop for the retail A'end of such raw produce. 

If a land-OAvner grows on his oavu land Avhich is assessed to land 
revenue forests or trees and dei’iA'es income therefrom, he is not liablt- 
to income-tax on such income. Persons. hoAvever, Avho take contracts 
in forests for the cutting doAvn and selling of timber are liable to tax 
on the profits from such transactions. 

Assignment of land revenue to a Jagirdar is not assessable to income- 
tax in the hands of the Jagirdar. 

Interest on arrears of rent of land used for agricultural purposes is 
part of the rent derived from the land and is iherefore not liable to in- 
come-tax, subject to the exception that if the Jirreurs are secured by a 
bond and are therefore recoA^erable by civil suit such interest is taxable. 

Rules 23 and 24 prescribe the manner in Avhich, and the procedure 
by which, profits and gains shall be arrh’ed at in the cnse of incomes 
derived in part from agriculture and in part from business, and provide 
for the separation of industrial from agricultural profits in cases where 
the agricultural raw produce is worked rxp for the market. 

Owing to the difficulty experienced in separating the agriculttiral 
(non-taxable) and non-agricultural (taxable) receipts and expenditure 
in the case of the tea industry, rule 24 provides that the amount of 
income liable to the tax in the case of a person growing, manufactur- 
ing and selling tea shall be taken as one-q^uarter of the profits of the 
whole business, the profits of the whole business being ascertained in 
exactly the same manner as if the profits from all the processes con- 
cerned were liable to the tax. Where the person growing, Jiianufac- 
turing and selling tea has separate purely agricultural income 
from rant or cultivation of land on which tea is not grown) no account 
shall be taken of such income in calculating the “ profits of the AA'hole 
business.” Some concerns again are engaged in the growing of tea seed. 
Where the tea seed is produced for the use of the assessee, it must, 
of course, be included in the ‘‘ profits of the Avhole business.” Ro 
tax should, however, be levied on the profits derived from the growing 
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of tea seed in cases wliere tlie tea seed is sold to a tlvird party and 
■R'liere separate accounts are maintained for the expenditure and receipts 
for the growing of the seed. Although under section 10 (2) (ix) of the 
Act the only expenditure that can he allowed to be set against profits 
is expenditure incurred solely for the purpose of earning the profits 
or gains taxable in any year, it will only be fair in the case of tea 
concerns to allow as a charge against profits the whole of the cost of 
the^ upkeep {e.g., weeding and draining) of extensions of the estate 
which are not in bearing. No allowance can be made on account of 
any capital expenditure in connection with such extensions such as the 
acquisition, clearing and draining of the land, the making of roads or 
the erection of buildings before the cultivation begins, but when once 
the cultivation has begun with the completion of the planting, the 
annual cost of the upkeep of such extensions should be allowed as a 
business expense e^en although the expense is not in bearing. 

Only 25 per cent, of dividends on shares held in Tea Companies 
should be taken into account in calculating the total income of the share- 
holder. 

Attention is invited to the ruling of the High Coui’t of Bengal (Case 
No. 1 in Volume' II) in which it has been held that the premium paid for 
the settlement of waste lands or abandoned holdings may inasonabH be 
regarded as “ rent or revenue ” derived from land, as used in this defi- 
nition, but that the same considerations do not apply to the salami or 
pi’emium paid to a land-holder for recognition of a transfer of a holding 
from one tenant to another. This latter sum is taxable. Illegal abibahs 
are also taxable since they do not come within the definition of “ agri- 
cultural income.” 

Attention is invited also to the rulings of the Patna High Court and 
of the Bengal High Court (Cases Nos. 2 and 3 in Volume II) in which it 
has been held that the profits of sugar factories and profits derived from 
the manufactux’e of tea as a marketable commodity’ from the green leaves 
are liable to assessment. 

3. Definition of “ assessee.’’ [/Section 2 (-2 ).] — “ Assesssee ” is de- 
fined to mean a person by whom income-tax is payable. Income-tax 
includes super-tax which is defined in section 55 to be “ an additional 
dutj’’ of income-tax.” Under section 3 (39) of the General Clauses Act, 
the word person ” includes any company or association or body of 
individuals whether incorporated or not. 

The charging sections (sections 3 and 55) laj'- down who the persons 
and associations are who are liable to income-tax and super-tax. Income- 
tax is payable under section 3 by every individual, Hindu undivided 
family, companj'^, firm and other association of individuals, and supei*- 
tax under section 55 is payable by every individual, Hindu undivided 
family, company, unregistered firm or other association of individuals 
not being a registered firm. While both income-tax and super-tax, 
therefore, are payable by every individual, Hindu undivided familj^ 
company and other association of individuals not being a firm, there is^ a 
distinction in the case of firms. All finns whether registered or unregis- 
tered (see paragraph 9) are liable to pay income-tax but while unregis- 
tered firms are liable to pay super-tax, z’egistered firms aie not. The 
income of registered firms is liable to super-tax in the hands of the in- 
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tlividual partners of the registered firm. Co-operntivo Societies, Clubs 
(not being companies) and Chambers of Commerce are examples of 
“ association of individuals.” 

Provident funds of private companies juul firms should not be assessed 
to income-tax as “ other as'^ocialions of individuals,’* olhenvjse than hy 
deduction at the source upon their ineome from investments and should 
not he charged to super-tax at all. 

4. Definition o/ roniptini/.'’ fSertion 2 iH ).'} — This definition 
includes all .compauii's constituted in the Dominions ot the Crown, while 
the latter part of the definition is confined fi* such foreign as'-oefai ion- 
as the Central Board of Itevenue may do-in* to I seat as coinjiatiic.- fur Uio 
]nnposes of the Aet. The object of this latter juirt is to include n--'X''in- 
tions such ns the Frtnc}i Fori(‘(<s Anoni/inei whicli, Ihnitgli incui]>oiate 
bodies, have many c1iuracf(>ri.stics in common vith the companit*- jec<n>- 
iiised by nur law, if ilic Central Bottrd of KevetiUe thinhs (htit fhey .should 
he treated as comjianics tor tin* piirpo-es uf the 

5. Definition of ” previon.c yiat." ^Sietion 2 (//). 1 — Piidcj se<‘{i(.n 
of the Act. assessable incouu* i- to he computed with icten-nci* to ji tis^'d 

period wliieh is known as the ” previous ye.vr,” 'I hi- fixed a» rouiitinL' 
period, the inecune, profits and gains of whi< h tilone tiie t.'il.i-n into e*»n- 
sideration in making an assessinrnt, is treated as isobded, without any 
•ci'iisidernfion of wind went hefoie or what eatrte after. ’I’he definition 
of ihe jdirase “ previous yetir ” in the Aet of IDKS restiieted the Jteeouni- 
ing- period to a period of 12 calendar inoidlis, T!u* period <>1 12 

calendar months was the period etidintr on the •''1-t d.'ty of March next 
preceding the year for which the as-(>-.smetit va.s to be nutde. but the 
assessce was given an optioji of adopting :i rear of 12 ealemhu njonth- 
<‘nding on a date other than the Ul-t of iNfaieh if that w.i- tlie date up 
to wliich his accounts were tnadi' up. 1'hi.- g'ave ri-e to difficulties in 
the case of cerluin eomnumities, whtisc eoiuTiieicia! year is not neee-satily 
a ealondar year, hut is a jietiod wliich. cxpt*'v-cd in {'alcndar months, 
x'aries from year to year, and in one year inay be sligjitly oVt-r and in 
anotlicr .slightly under 12 months. Again, under the dciitiitiou in the 
Aet of 1.918, any year which was adnpteti in place of the linancial vent 
had to terminate at some period within the picviou- fituuieial year, jiinl 
:as there are numerous case.- where the ('ommerrisd year tej minute- in the 
month of April, the returns and nccouids on which the as-es-metd was 
based in sueli cases related to a jieriod itune tlinu 12 montlm prior to the 
date of asses.sment. ’While the definition of the jtlsra-e in the Aet oi 1918 
has been repealed practically without alterniiou in clsiuse («} of this 
.sub-seetion. clause (h) is a new provisiun providing for the tliffieiihie- 
Tcforred to above, binder this clause the Cent ltd Board of Jlevenue or 
the Commi.ssioncr of Ineome-iax in a ]irovinee. if authorisml by the 
•Central Board of llevenue, may determine as ihe “ previous rear 
u commercial year which may he slightly over or .slightly under 1*2 
months, and which may terminate on a date snhsetjuent to the end 
•of the previous financial year. 'I’lie Central Board of Itevenue has 
uutliori.sed the Commi.ssioner of Income-tax in eneli jirovinf e to determine 
as ihe “ previous year ” in the ease of any person. Imsine.ss or company, 
or class of person, business or oompanxu 

{a) a commercial year which may con-i.s{ of more or le.ss than 
12 months, provided that no commeicial year which may 
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extend to less ilian 11 or more tlian 13 calendar montlis in 
any one year shall he so determined; and 

(b) a commercial year terminating after the end of the previous- 
financial year, provided that no commercial year terminat- 
ing later than one month after the end of the previous 
financial year shall he so determined. 

Where the Commissioner desires that a “ previous year ” should he 
recognised wliich does not come within his powers of sanction as stated 
above, he must obtain the orders of the Central Board of Bevenue. 

Income-tax Officers are, therefore, debarred from treating as a 
“ previous year ” any period which does not come within the definition 
in clause (a) unless sucli “ previous year ” has been sanctioned either 
by the Income-tax Commissioner or the Central Board of Revenue. 

Under the proviso to clause (a) an assessee who has, after the 31st 
March 1922, once exercised the option of selecting as his “ previous- 
year ” a year terminating on a date other than the 31st day of March 
within the previous financial year, may not again exercise that option 
except with the consent of the Income-tax Officer, and upon such con- 
ditions as he may think fit. Income-tax Officers in dealing with such 
cases, and Commissioners in dealing with cases under sub-clause (6), 
should take steps to secure that the changing over from one previous 
year to another shall not result in any loss of revenue. The conveni- 
ence of an assessee in this matter must be studied so far as possible, 
as it is desirable that the accounting period for income-tax purposes 
should be the same as the accounting period according to which an 
assessee makes up his accounts for the purposes of his business, but 
in* the actual year of change conditions should be laid down sufficient 
to secure that the substitution of one year for another shall not result 
in any profits of an assessee escaping assessment. 

6. Definition of “ Princifal Officer.” {^Section 2 {12).'] — Income-tax 
Officers should treat as the “ Principal Officer ” of a local authority or 
company or other public bodj’^ or association in the first instance the 
officials, specified in clause (a); it is only in cases where the Income- 
tax Officer has no information regarding the persons nffio discharge the- 
functions of the officers mentioned in clause (a) or where such persons- 
cannot be found, that he should use the powers conferred by clause (6)- 
of treating as the principal officer any other person connected with the- 
company, public body or association. 

7. Meaning of the term local autlionty .” — “ Local authority,” a. 
phrase used in sections 2 {12), 4 (d) (Hi), 7 and 21, is defined in 
section 3 {2S) of the General Clauses Act as 

a municipal committee, district board, body of port commissioners or other authority 
legally entitled to, or entrusted by the Government with the control or m<anagement of, ^ 
municipal or local fund.** 

8. Definition of “ public servant.” [^Section 2 (Id).] — This definition 
is of importance for the purposes of section 54 of the Act. The defini- 
tion of the phrase in the Indian Penal Code contains the following: — 

“The words ‘public servant’ denote a person falling under any of the descriptions 
hereinafter following, namely : — 

Ninili. — Every officer whose duty it is, as such officer, to take, receive, keep, or 
expend any property on behalf of Government, or to make any suiwey, assessment or 
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contract oa behalf of Government, or to execute any revenue-process, or to investigate, 

.or to report on any matter affecting the pecuniary interests of Government, or to make, 
authenticate or keep any document relating to the pecuniary interests of Government, or 
to prevent the infraction of any law for the protection of the pecuniary interests of 
■Government, and every officer in the service or pay of Government or remunerated by 
fees or commission for the performance of any public duty ; 

Tenth . — Every officer whose duty it is, as such officer, to take, receive, keep or 
expend any property, to make any survey or assessment, or to levy any rate or tax 
for any secular common purpose of any village, town or district, or to make, authenticate 
or keep any document for the ascertaining of the rights of the people of any village, 
town or district. 

Exflanation 1 . — Persons falling under any of the above descriptions are public 
servants, whether appointed by the Government or not. 

Exjiilanntion 2 . — ^Yherever the words ‘ public servant ' occur, they shall ho understood 
of every person who is in actual possession of the situation of a public servant, whatever 
legal defect there may be in his riglit to hold that situation.” 

9. Registered and, Unregistered Firms. \_Sectio7i 2 (14) and — 
Buies 2 to 6 prescribe tbe nietbod of registering a firm. A firm to be re- 
gistered must be constituted under an instrument of partnersliip wbicli 
definitely specifies the individual shares of the partners in the profits of 
the firm. It should be carefully noted that an application for I’egistra- 
tion must be made on or before the date on tvhich a return is dxie xinder 
section 22 (2) of the Act. If an application is made after that date it 
.should be returned to the person presenting it as beyond time. Even 
if such an application is accepted it can have no effect on the asses.sment 
for that year, ride case No. 11 (in Volume II) decided by the Allahabad 
High Court. The distinctioTi between a registered and xinregistered firm 
for the purposes of this Act is : — 

(1) Income-tax is assessed upon the profits of a registered firm at the 
maximum rate whatever the amo\int of the profits of the registered firm 
may be (see Finance Act): and a member of such a registered firm, on 
sati.sfying the Income-tax Officer that such maximum rate is higher than 
the rate applicable to his “ total income,” may get a refund on his share 
•of those profits calculated at the diffei’ence between the two rates [see sec- 
tion 48 (2)], such share of the profits being included in the “ total in- 
come ” of such member for the purpose of determining the rate applicable 
[see section 16 {!) ]. In the case of an 'unregistered firm income-tax is 
'levied on the income of the firm at a rate graded according to the profits 
of the firm as if it were an individual (see Finance Act); a member of 
such a firm is not entitled to any refund, but his share of the profits of 
the firm is included in his “ total income ” for the purpose of uetermin- 
ing the rate at which he shall pay income-tax on any other income 
l[see section 16 (1) .] 

The profits of a registered firm are liable to tax at the maximum rate 
even if they are less than Bs. 2,000, while an 'unregistered firm is not 
liable to income-tax if its profits in any one year are less than Bs. 2,000. 
Exit where the profits of an unregistered firm are not assessed to 
income-tax, they are liable to tax in the hands of the individual members 
of the firm, that is, they are included in the assessable income of the 
individual member [see Finance Act and section 14 (2) (6)] ; 

(2) A registered firm is not liable to safer-tax, the share of indivi- 
dual members in the profits of such a firm being included in the income 
of each individual member for the purposes of super-tax. An' vnregis- 
fered firm is, however, liable to sxiper-tax (like an individual) on that 
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lamount 'of the profits of the firm, •which is in excess of Rs. 50,000 (see 
Rinance Act and section 55 of the Income-tax Act). Super-tax is not 
Ipayahie hy an individual having a share in an unregistered firm in 
respect of the profits of the unregistered firm, except in cases where the 
■profits of the unregistered firm have not been assessed to super-tax (see 
section 55 proviso). 

’10. Definition of “ total income \_Section- 2 (Id).] — The phrase 
■“ total income ” is used in sections 3, 15 (d), 16 {1), 17, 22 (i) and (2), 
‘23 (I) and (d), 48, 55 and 56. The necessity for the definition 
and 'for the use of the phrase is due to the fact that, as stated’ 
iin paragraph 3, tax is payable not onlj'’ by individuals but also 
'by fii*ms, companies and Hindu undivided families; that is ' 
the Act provides for taxation at the source in certain cases and 
jfor taxation in the hands of the individual recipient in others. 
"^Hiether, ho'vrever, tax is deducted at the source or in the hands of the in- 
’dividual recipient, it is the total income of the individual’ recipient from 
all sources to "(i^’hich the Act applies that determines his liability to in- 
come-tax (that is, whether his total income amounts to Rs. 2,000), and the 
'.rate at which he has to pay income-tax on the whole of his income. The 
-•solitary, exception is in the case of Hindu undivided families, income 
-from which [under section 14 (1) read with section 16 (i) of the Act] is 
not included in the total income of the individual recipient. Again, 
.’there are certain classes or portions of income such as the amounts deduc- 
ted, from salaries under the proviso to section 7 (7), the sums paid on 
.account of insurance premia under section 15, securities issued income- 
tax free. by the Government of India or by local Governments under the 
provisos to section 8, on which income-tax is not payable, but all such 
>sums. are included in the total income of the assessee for the purpose of 
determining his liability to income-tax and the appropriate rate at which 
. the tax shall be levied. There is, however, no taxaton at the source 
in the case of .super-tax, nor are tliere any portions of income (other than 
income derived from a Hindu landivided family by a member or from an 
unregistered firm in the special case mentioned in the proviso to section 
55) which are exempted from payment of super-tax and it is upon the 
total income that super-tax is chargeable in the hands of the individual. 

11. Grachiation of income-tax. (Section 3.) — The Income-tax Act 
• deals merely •with the basis, the methods and the machinery of assess- 
ment, and does not contain, as the previous Acts did, schedules speci- 
fying the rates at which income-tax shall be charged. These rates are 
determined' by the Finance Act which is passed annually by the Central 
liegislature. iThe rates prescribed by the cui'rent Finance Act will be 
found on the last page of Part I of this Manual. The same remarks 
•-apply to super-tax (see section 55 of the Act). 

12. Definition of “ Income ” (Section 3.) — Section 3 of the Act of 
1918 provided that the Act should apply to income.” Difficulties were 
•experienced in' regard to the assessment of business profits owing to a 
High Court ruling that the word “ income ” in that section meant income 
.actually or 'constructively received and that the use of the word in that 
sense in the said section restricted and limited any interpretation to be 
'.placed iipon theifollowing sections of the Act which specified the different 
■classes offneome liable to the tax. This interpretation -would, if strictly 
.followed, have caused considerable inconvenience in assessing business 
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profits to those assessees who keep their accounts not oh the basis of sums- 
actually receired and sums actually paid out hut on the principles of mer- 
cantile accountancy, by the preparation of a profit and loss account and’ 
the comparison of the value of the stock in hand at the beginning and at- 
end of each year, since such assessees would have been required to 're- 
cast the whole of their accounts on a cash basis for income-tax returns. 
There were other directions also in which so strict an adherence to the in- 
terpretation placed on the word “ income ” would liave caused difficulties. 
Por this reason the phraseology in section 3 and in other sections of the 
present Act has been re-worded. The plan adopted has been not to at- 
tempt a general covering definition of “ income/’’ but to prescribe that 
the tax shall be chargeable not upon “ income ” (whether “ income ” 
be deemed to mean actual receipts and expenditure or any other general 
definition) but in respect of “ all income, profits or gains ” as set oiit 
and defined in section 4 and sections G to 12 of the Act. If there is any- 
class of income that does not fall Avithin the words that impose the charge • 
in those sections, that class of income is not within the scope of the tax. 

Por the method of accounting to be adopted in computing “ income, 
profits or gains,” see paragraph 35. 

13. Accorinting 2>eriocZ io he adofied for determining axsessahle in- 
come. [Section 3). — Under the Act of 1918 tax at the rates fixed for any 
year was leA'ied on the income of that year. A provisional assessment 
was first made on the income of the preceding year and this asses.sment 
was subsequently adjusted and corrected Avhen the income of the year in 
which the provisional assessment Avas made Avas ascertained. This system 
has now been abolished in the present Act Avhich provides for the tax at 
the rates sanctioned for any year being assessed finally on the income, 
profits and gains of the “ previous year ” (see paragraph 5) and for the * 
abolition of the adjustment system except in the cases specially provided 
for in section 25 and in the provisos to section GS of the Act. The pro- 
visos to section G8 of the Act are jnerely temporary proA’isions providing' 
for the transitional period in the year 1922-23 and the only exceptions to- 
the general rule that assessments are made finally on the profits of the 
preA’ious year are contained in section 25 of the Act. Under the first tAvo 
sub-sections of section 25, in order to g\iard against a possible loss of 
revenue owing to delay in making assessments on the profits of biisinesses 
that close doAvn during the course of a financial or commercial year, it is 
provided that in such cases, in addition to the assessment on the income • 
of the previous year, a further assessment may be made in the year in 
which a business, profession or A'oeation is closed down on the income • 
of that jmar. This is merely a discretionary and not an obligatory 
method of assessment to be adopted in exceptional cases where delay in 
making the assessment might lead to a loss of reA'emie. 

The other class of cases provided for in sub-section (3) of section 25 i= 
confined to those particular businesses, professions or Amcations on which 
tax had been charged under the provisions of the Act of 1918. Since > 
the abolition of the adjustment system meant that in the case of those - 
particular business the tax would, had no special proA'ision been made,, 
have to be paid on the profits of one year more than under the system in 
force under the Act of 1918, it is speciallj’’ proA’ided that in the j'ear in 
which such businesses, professions or A'oeations close down, the adjust- 
ment provided for in the Act of 1918 shall be made. 
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14. When income earned outside British India is tameable. \Section 
(/)■] — applies to all income from -n-liatever source it is derived 
if it accrues or arises or is received in British. India, or is, under the pro- 
visions of the Act, deemed to accrue or arise or to he received in British 
India. The tax is, therefore, payable on all' income arising or accruing 
.in British India whether the recipient resides in British Inaia or not (see 
'Case No. 5 in Yolume II.) The tax is also pajmble in 'respect of income 
'.received by a resident in IBritish India irrespective of whether it accrued 
or arose within or without British India. Tax is also payable in respect 
of income which is “ deemed under the provisions of this Act to accrue or 
arise or to be received in British India.” The particular cases where 
•income is “ deemed under the Act to accrue or arise or to be received in 
British India ” are specified in section 4 (2), section 7 (2), section 11 (3), 
:and section 42. 

Section 4 (2) was inserted in the present Act owing to the tax having 
previously been evaded in the case of income accruing or arising out of 
British India and received in British India by bringing in the said in- 
-come at intervals and claiming that as such income was not received in 
British India in the year in which it arose or accrued out of British India, 
it was, when brought into British India, not income but accumulated pro- 
fits or savings or capital. The sub-section is restricted in its application 
•to the case of husijtcss profits nr gains and provides with respect to such 
•profits or gains that they shall be deemed to be profits and gains of the 
year in which they are received or brought into British India notwith- 
standing that they did not accrue or arise in that year, provided that 
'they are so received or brought in within three years of the end of the 
year in which they accrued or arose. The provision relates, of course, 
merely to income, profits or gains, and not to the importation of capital ; 
it provides for the inclusion in the assessable income, profits or gains of 
the year in which it was received or bl•o^lght into British India, of 
Business profits or gains accruing or arising within the previous three 
years which would, apart from the provisions of this sub-section, have 
been taxable had they been brought into British India in the year in 
'■which they arose or accrued. 

A person resident in British India carrying on and controlling a busi- 
ne.'js abroad is 3iot, therefore, liable to tax on the profits of the business 
.•abroad unless and until such profits are received or brought b}^ him into 
British India, and when so broxight or received he is only liable to tax on 
the profits of the last three years, but the profits of those three years are 
included in his taxable income of the year of receipt. 

A money-lender resident in an Indian State who advances loans in 
,an Indian State to persons residing in British India and who receives 
•his interest in the State is not lialne to pay income-tax on the interest 
•which he receives. 

Beference is invited to case No. 4 in Volume II in which the High 
‘•Court of Madras held that profits derived from business carried on outside 
British India by persons resident in British India are not liable to assess- 
ment under the Act if the profits are not remitted to British India. The 
sassessee in this case who resided in British India was a proprietor of a 
.money lending business carried on by his agents in various places out- 
^ 3 ide British India. The only part taken by the proprietor in the busi- 
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ness-Tvas to acquaint liimself with the state of business ahi’oad and occar- 
siona'lly to issue general instructions, and it was not disputed tliat none* 
of the income accruing abroad had ever been transmitted to him in India. 

Reference is also invited to case No. 8 in Volume II in wbich the- 
High Court of Bengal have held that the Bengal Nagpur Railway Com- 
pany is not liable to pay tax on the interest giiaranteed by the Secretar}* 
of State. This ruling should be followed in the case of all Railway com- 
panies where the interest is guaranteed by the Secretary of State and is 
paid in England only. It does not apply to cases where the interest is 
guaranteed by an authority other than the Secretary of State or is- 
paid in India. 

Eor the special case of tax on interest on sterling securities see para- 
graph 15. 

15. Is interest on the sterling securities of the Government of India- 
or on the sterling securities issued hg English companies carrying on, 
business in British- India liable to Indian income-tax ? — ^Wliere such in- 
terest is received by. the debenture or security holder in British India, 
it is clearly liable to Indian income-tax under section 4 (I); where,, 
however, it is not received in British India, the tax will only be payable 
under the terms of the same section if the iirterest can be held to accrue 
or arise there, “ Accrue or arise ” as used in this connection are general’ 
words descriptive of a right to receive, and in this view the relevant 
portion of section 4 (1) of the Act may be paraphrased by stating that' 
the income to which the Act applies is income received in Briti.sh India 
or income which there is a light to receive in British India. If this 
test is applied, interest on the sterling securities of the Government of 
India, if not received in British India, will not be chargeable with 
Indian income-tax; and similarly the interest on sterling debentures- 
issued by companies will not be chargeable if, as is usually the case, 
there is a right to receive it in England. For the puiqiose of the te.st' 
it is immaterial in what currency the security or loan and its interest 
is expressed, and consequently the same principle is also applicable iir 
determining the liability to Indian income-tax of the inteiust on foreign 
(other than sterling) debentures. On the other hand) interest on pro- 
missory notes of the Government of India enfaced for payment in 
England is liable to Indian income-tax, since here the rigbt’ to receive- 
payment of interest is a right to receive it in India, aiul tlie concession 
by which Government paper can be enfaced for payment of interest in 
London does not constitute any part of the actual contract entered into- 
by Government. 

10. Exemptions . — In addition to the exemptions mentioned in section 
4 (J), the following further exemptions have been made by tbe Governor- 
General in Council in exercise of the powers conferred bv section GO of 
the Act. 

“ The following classes of income shall be exempt from tbe tax pay- 
able under the said Act and they shall not be taken into account in 
determining the total income of an assessee for the piii-poses of the said- 
Act : — 

(1) The official alloewance which an agent of a Prince or State in. 
India) who has been duly accredited to represent the Pi'ince- 
or State for political pxirposes in any place within the-- 
limits of British India, receives as such agent in British. 
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India from five Prince or State; and tlie cfliefal palavieS' 
and fees received in India by Foreign Consnls, Represen- 
tatives and Consular employes from ilieir Governments. 

(Tlie latter portion of tliis exemption applies only to fofctcju tmnsxils^ 
representatives and tlieir foreign employes : 'and as regards iTiem it 
applies only to salaries and fees received from tlieir Govornmentsi and’ 
not to any other income, profits or gains, aeci'uing or arising to them or 
received by them in British India. The exemption does not apply to. 
residents in India xvlio are employed as consuls or represent uiivee^ of 
foreign powers or as employes of foreign consnls.) 

(2) The salary and allowances paid by a Stale in India daring- 

the period of deputation to any person deputed hy the State 
for training in British India. 

(3) Scholarships granted to meet the cost of education. 

(4) , Such portion of the income of a member of Ilis Maje.sty*.'^ 

Naval, Military or Air Forces, British or Indian, or of tlie 
Royal Indian Marine as is compulsorily deducted from his^ 
salary by the orders, or with the approval of Government 
for payment to a mess, wine or hand fund. 

(o) The allowances attached to — 

The Victoria Cross. 

The Military Ci'oss. 

The Order of British India. 

The Indian Order of Merit. 

■ (6) The interest on Government securities licld l^y Ruling Chief.?-- 

and Princes of India, as the property of their Stales, ini 
the special non-transferable form of Government promis- 
soiy notes. 

(7.) The yield of Post Ofiice cash certificates. 

(8) The interest on depo-sits in the Post Ofiice Saving.? Bnnlt. 

(9) The income of a IJniYei'.sity or other educational insiiiutiioni 

• existing sololj’- for educational purjiosos and not for pur- 

poses of profit. 

(10) The salary of His Majesty’.? Trade Connni.ssioner.s in India- 

(11) The gratuities which are granted to oificers and others iit 

respect of wounds or injuries received cither iu action or 
in the performance of duty otherwise than in action in 
His Majesty’s Naval, ^Military or Air Forces, British or 
Indian or in the Auxiliai-y Force, India, or in tlie Indian. 
Territorial Force or in the Ro^ml Indian Marino. 

; (12) The gratuities which are granted to the widows, cliildren oi- 

other relatives of officers and others who are killed in action 
or suffer violent death due directly or wholly to war service, 
or are killed or die of injuries sustained on flying duty oj- 
while being carried on duty in air ci-af’t under ])ro))er 
authority, or die within seven years fi'om wounds or injun'oR 
so received. 
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(13) Eetiring gratuities with increments thereto granted under 

the rules framed by the Secretary of State in Council in 
piirsuance of the Ro}\al Warrant dated tlie 25th April, 1922. 

(14) Gratuities sanctioned under Army Instruction (India), 

No. 223, dated the 21st March. 1922, for regular Royal 
Engineer Officers on the Indian establishment belonging to 
the Survey or Railway Department and regular Indian 
Army Officers of the Survey Department. 

(15) Gratuities granted to Assistant Surgeons of the Indian 

Medical Department in Military employment declared 
surplus to establishment imder ArniA- Instructions (India) 
No. 516 of 1924. 

(16) Gratuities which are granted by the Railway Board or under 

general orders issued by the Railway Board to employes 
on their retirement or discharge from service or, in the 
event of their death while in seiwice, to their widows or 
children or other members of their families. 

(17) Extraordinary gratuities which are granted by Government 

or by Railway Administrations to Government or railway 
servants (or to their widows, children or other represen- 
tatives, as the case maj^ be) who are injured or killed in the 
execution of their duties or who suti'er injuiy or death 
owing to devotion to diity. 

(18) The allowance or salaiy paid in the Dnitod Kingdom to 

officers on leave or duty in that country whether .such 
allowance or salary is paid in sterling in ilie United Kinir- 
dom or by means of negotiable rupee drafts on a bank in 
India. “ 

(19) The leaye allowance or salary drawn fiom any Colonial Trea- 

sury by an officer on leave or diiiy in the Colony. 

(20) The pensions of officers drawn from any Colonial Tnkasury or 

paid in the United Kingdom, whether such pensions are 
paid in sterling or by means of negotiable rupee drafts on 
a bank in India. 

(21) The salaries of the light house keepers of light houses in the 

Red Sea. 

(22) The interest on Mysore Durbar Securities. 

(23) Pensions granted to officers of Ilis ^Majesty’s Naval, Military 

or Air Eorces, British or Indian, or of the Auxiliary’ Eorce, 
India, or of the Indian Territorial Eorce, or of the Royal 
Indiaii Marine in respect of wounds or injuries received 
in action or in the performance of their duties as membei-s 
of such forces otherwise than in action. 

(24) Pensions granted to members of His Majesty’.s Naval, Mili- 

tary or Air Eorces. British or Indian, or of the Auxiliary 
Eorce, India, or of the Indian Territorial Eorce, or of the 
Royal Indian Marine, who have been invalided from service 
with such forces on account of bodily disability attributable 
to, or aggravated by, such service. 






87 


(25) Value of rations issued in kind or money allowances paid 
in lieu thereof, to any officer or other rank in His Majesty’s 
Naval, Military or Air Forces, British or Indian or in the 
Auxiliary Force, India, or in the Indian Territorial Force, 
or in the Royal Indian Marine ; and 

(2G) The income of persons, other than persons in the service of 
the Government, residing in the district of Angul; and 

(27) The perquisite represented by the right of any of the officers 
specified in the annexed list to occup}’’ free of rent as a place 
of residence any premises provided by Government. 


t lAst of Officei's. 

The Governor General. 

The Commander-in-Chief. 

The Governor of a Governor’s Province. 

The Chief Commissioner of any of the following Provinces, namely : — 

The North-West Frontier Province, 

British Baluchistan, 

Delhi, 

Aj mer-Merwara, 

Coorg, ® 

and the Andaman and Nicobar Islands; and 

The following class of income shall be exempt from the tax payable 
under the said Act, but it shall be taken into account in determining the 
total income of an assesses for the purposes of the said Act : — 

The interest on Government securities purchased through the Post 
Office and' held in the custody of the Accountant-General, 
Posts and Telegraphs.” 

In addition to the above the following remission has also been made 
under section 28 of the Co-operative Societies Act, 1912, viz,, “ The 
Governor General in Council is pleased to remit the income-tax payable 
in respect of the profits of any co-operative society for the time being 
registered under that Act, or of the dividends or other payments received 
by the members of any such society on account of profits.” It is to be 
particularlj'' noted that under this latter notification Co-operative Socie- 
ties are liable to pay income-tax on the income derived by them from 
interest on securities and that Co-operative Societies are not exempt from 
super-tax but are liable to pay super-tax on the whole of their profits. 

Apart from the particular cases of Co-operative Societies and of Gov- 
ernment securities purchased through the Post Office, and held in the 
custody of the Accountant-General, Posts and Telegraphs, the incomes 
or portions of incomes exempted under section 4 of the Act and under 
the orders of the Governor General in Council under section 60 of the 
Act referred to above, are not only not subject to income-tax or super- 
tax, but they are also not to be taken into account in determining the 
rate of tax on other income; they are excluded from consideration 
altogether. 
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17 Exemption of income derived from -property held under a reli- 
mous’or charitable trnst.-Undev section 4 {3) (i) income derived from 
property which is held under a purely religious or charitable trust or 
under any other legal obligation that it should be utilised for religious 
or charitable purposes is exempt. 

Section 4 (oj (n) similarly exempts the income of relmious or charit- 
able institutions which is derived from voluntary contributions and is 
applicable solely to religious or charitable purposes. 

To secure exemption under clause (i) or clause (ti) of section 4 (3) the 
income of religious or charitable institutions and income derived from 
property held for religious or charitable purposes need not be actually 
spent on religious or charitable purposes in the year of receipt. It is suffi- 
cient if it is set a.s:de for those purposes. Where a trust exists the in- 
come-tax authorities are not required to satisfy themselves that it is so 
applied. In the case of mixed trusts, the income-tax authorities are re- 
quired to enquire into the application of the income. Where property 
is held in part only for religious or charitable purposes a proportionate 
share of any expenses incurred on management should be considered as 
applied to those purposes. 

To remove doubts regarding the application of these_ two clauses, 
read with the definition of “ charitable purposes,” to universities and 
other educational institutions the special exemption under section GO 
of the Act mentioned in paragraph 16 {9) was made. 

Attentioif is also invited to the exemption mentioned in paragraph IG 
(3) of scholarships granted to meet the cost of education in the hands of 
the recipients of the scholarships. 

18. Exemption of Provident Funds . — Under section 4 (3) (iv) the 
interest on securities held by certain provident funds, under section 4 
(3) (v) capital suras paid as accumulated balances at the credit of sub- 
scribers to such funds, and under section 15 (7) contributions paid by 
subscribers to such funds up to a certain limit are exempt from the tax. 
'The words “ accumulated balance ’’ are intended to include not only 
contributions and siibscriptions but also intei’est thereon. These pro- 
vident funds are only those to which the Provident Punds Act of 1897 
applies, that is the provident funds of public servants or /-public 
servants, the constitution and control of which are regulated bj' the Pro- 
vident Funds Act and the rules made thereunder. The exemption 
granted to Provident Funds which comply with the provisions of the 
Provident Insurance Societies Act, 1912, or which have been exempted 
from the provisions of that Act has been withdrawn bv the Income-tax 
(Amendment) Act, 1924 (XI of 1924.) Provident Insurance Societies 
to which ithe Provident Insurance Societies Act applies, or which have 
been exempted from its provisions and which were in existence before the 
1-924., will continue to enjoy the exemptions under section 
4(5) (tv) and (v) and section 15(2), to which thev were entitled under 
Act XI of 1922, before it was amended by the Act XI of 1924. These 
concessions cannot be claimed by any other Provident Insurance Socie- 
ties. Xor can^ they be claimed by any private provident funds what- 
ever, Bi'respective of whether they had previously been exempted by 
Focal 'Governments by a general or special order from the provisions 
of the Provident Insurance Societies Act, 1912. 
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These remarks refer to the money in the funds and to the payment 
by subscribers and contributions made by employes to these funds. 
The contributions by emfloyers to Provident Funds stand on a , totally 
different- footing and are dealt with in paragraph 46, but the special 
priyileges conferred by these particular sections do not apply to any funds- 
which have not a recognised legal footing. 

A special exemption has been granted [see paragraph 16 (16’)] in the 
case of Railway Provident Funds biit this applies only to the gratuities 
paid out o| these funds in the event of the retirement or death of the 
subscribers. 

19. Meaning of the word “ securities ” as used in section 4 (J) 
(^^•). — The definition of the phrase “ interest on securities ” in section 
8 of the Act should not be applied to determine the interpretation to be 
given to these words in section 4 (^3) {iv), since the words as used in 
section 8 are in a specially restricted sense and do not cover, for example, 
interest on so typical a form of security as a mortgage. Nor should 
the meaning of the word “ securities ” in section 4 (5) {iv) be restricted 
to the ordinary limited legal sense in which it must alwa 3 ’s have refer- 
ence to a loan. ‘ Provident Funds are entitled to invest in anj^ trustee 
security, and it has not been the intention of Government to discriminate 
between the various classes of investments which are thus legally 
authorised. The word “ securities ” in section 4 [3) (iv) should there- 
fore be interpreted as covering all securities mentioned in section 20 of 
the Indian Trusts Act. 

20. Perquisites or benefits not ca fable of conversion into money . — 
The provision in section 3 (2) (ix) of the Act of 1918 that “ any per- 
quisite or benefit which is neither money nor reasonablj’’ capable of being 
converted into monej’’ ” was not liable to tax, has been omitted in the 
Act, as the existence of that provision made it impossible to assess to 
income-tax, for example, rent-free residences in cases where the assesses 
had not the power to sub-let, while rent-free residences were liable to the 
tax where the assessee had the power to sub-let. An explanation has 
been added to section 7 (1) of the Act specifically providing for the 
taxation of perquisites in the form of rent-free residences. 

Under section 7 (!) of the Act, all perquisites received by an em- 
ploye in lieu of or in addition to salary or wages are liable to the tax. 
House-rent allowances and the value of rent-free quarters form additions- 
to the lemuneration of an employe; and even where residence in 
a particular town or building is necessary for the proper performance 
of the employe’s duties, such allowances or perquisites cover expenses 
of a personal character which the employe would otherwise have to- 
incur. Thej' do not therefore “ meet expenses wholly and necessarity 
incurred in the performance of the duties of an office or employment 
of profit ’’ and are therefore not covered by the exemption in section 4 
(3) (vi) of the Act and are taxable under section 7 or section 12. 

Two conditions have to be fulfilled before the exemption specified 
in section 4 (3) {vi) can apply. The expenses incurred by the employe 
must be wholly and necessarily incurred in the performance of his duties 
as an employe ; and the allowances or perquisites must have been granted 
by the employer with the set purpose of meeting the extra expense thus 
caused to the employ'd, and that extra expense only. It is thus a question 
of fact in each case whether a house-rent allowance or the value of rent- 
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free quarters is exempt from tlie tax,' but the following examples will 
serve to indicate tbe lines on wliicli tbe decision should be made : — 

(0) A currency officer is granted rent-free quarters in his cur- 

rency office. Even though his residence in that office is 
necessary for the proper performance of his diities, he will 
be liable to the tax on the value of his rent-free quarters, 
since he would in any case have had to provide himself 
with a residence, and the perquisite does not therefore meet 
expenses wholl}’- incurred in the performance of the duties 
of an office or employment of profit. 

(b) A firm in Calcutta makes a practice of providing its employes 

with rent-free quarters, and houses some of its employes 
in its business premises as resident clerks. The employes of 
the -firm, inchiding the resident clerks, will, as in the previ- 
ous case, be liable to income-tax on the value of their rent- 
free quarters. 

(c) A Government office has its headquarters in Bombay,, but 

proceeds for some months in the year elsewhere, and grants 
its ministerial establishment house-rent allowances or rent- 
free quarters in the place to which it proceeds with the 
specific object of providing for the maintenance of a second 
and, from the point of view of the grantees, unnecessary 
residence in order that they may perform their duties there. 
The allowance or the value of rent-free quarters will be 
exempt from income-tax. 

In all cases where rent-free houses form part of the perquisites of an 
employe, the cash value of such a house to the occupier should, in no case, 
be deemed to be more than 10 per cent, of the salary of tlie employe. 

The “Delhi moving allowance” and “Delhi Camp allowance” 
which is granted to the meml)ers of the office establishments of the Army 
Headquarters and of certain Civil attached offices of the Government 
•of India during the period of their stay at Delhi and the Simla House 
Eent Allowance granted under Rule 19 of the Simla Allowances Code 
and the value of rent-free quarters in lieu thereof fall under example 
■(c) above and are exempt from the payment, of incoiuc-tax. Special 
•allowances granted solely to meet the higher cost of living in a station 
such as Compensatory local allowances and the Cutch exchange compen- 
sation allowance are liable to the payment of tax. 

21. Casual gams. [Section 4 (.3) (w'i).] — In order to obtain exemp- 
tion as “ casual,” profits must comply with two conditions : — 

(1) they must not be the proceeds of a profession, vocation or 

employment, or arise from business, that is, from “ any 
venture or concern in the nature of trade, commerce or 
manufacture.” [See section 2 (i/)], and 

(2) they must not be annual. 

Both these conditions must be fulfilled. The exemption also is spe- 
•cifically not to apply to^ any gratuity to an employe for services rendered 
•so as to avoid the possibility of any ambiguity in connection ■with the 
use of tbe word gratuity ” in section 7 (1). The followino- are illus- 
itrations of the effect of the provisions of section 4 (5) (nf) ; 

{!) A purchases a house with a view to re-selling it at a profit. 
His profits from the transaction are liable to income-tax 
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(even althougli it be an isolated transaction). 'B purchases 
a house for his own residence and later on sells it at a profit. 
His profit is not liable to the tax. 

(2) A wins a prize in a lottery or a bet on the race course. His 
receipts therefrom are not taxable. B is a book-maker. 
His profits from betting are taxable. 

{3) A is a professional beggar. His receipts from mendicancy are 
, not exempted from the tax by this sub-section. 

(4) A makes a practice of speculating in the purchase and sale of 
shares. His profits therefrom are liable to the tax. B pur- 
chases Indian War Loan 1929-1947 at 95 redeemable at par. 
The premium received on redemption after a period of years 
is not liable to the tax. On the other hand, the yield from 
Treasury Bills arising from their issue at a discount and 
repayment at par after 12 months or some shorter period 
is liable to the tax under section 12, though as this yield 
is not interest, the tax is not deducted at the source under 
section 18 (3). 

55) A man writes a book. His receipts from its sale are taxable. 

(G) Lump sum legacies are exempt; annuities granted under a 
will are not exempt. 


22. Income-tax Authorities. {Section 5.) — (1) The Central Board of 
Revenue is appointed by the Governor General in Council. Its specific 
powers are mentioned in the various sections, e.g.‘, section 2 {6), 2 {11) 
{h), 5 (5), 18 (5) and 59. Rules for carrying out the purposes of the Act 
are made by the Central Board of Revenue which also issues instructions 
regarding the interpretation of the provisions of the Act and the rules, 
and is entrusted with the genei'al administration of the Act. 

(2) The head of the Income-tax Department of a province is the 
Commissioner of Income-tax who is appointed bjr the Governor General 
in Council. The rest of the income-tax staff in a province are subordi- 
nate to him and they are appointed and dismissed by him. His power 
of appointment an(^ dismissal of Assistant Commissioners and Income-tax 
officei’s is, under section 5 {4) “subject to the control of the Governoi’ 
General in Council,” but tlie Governor General in Council exei’cises this 
control through the local Government under the provisoins of the follow- 
ing order : — 


“ The Governor General in Council desires to utilise the agency of 
the Governor in Council of each Governor’s province in the following- 
matters only in relation to income-tax: — 


{i) the appointment by a Commissioner of Income-tax of any 
person to the substantive post of Assistant Commissioner of 
Income-tax or Income-tax Ofideer shall be subject to the 
previous approval of the Governor in Council. 

{it) Any Assistant Commissioner of Income-tax or Income-tax 
Officer who has been dismissed or removed from office or 
whose increment of pay has been withheld by the Commis- 
sioner of Income-tax shall have a right of appeal to the 
Governor in Council. 


While os regards the appointment or dismissal of such officials the 
Commissioner is subject to the control of the local Government, he has 
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¥ull power to specify the functions to be performed by each official and 
the areas, persons and classes of income in respect of which these func- 
tions may be exercised. 

The specific powers conferred upon him in regard to income-tax assess- 
ments are specified in sections 28 (.?)» 32, 33, 37, •''4 (.2) second lro%iso, 
64 (3) and oo of the Act, In particular he is vested with power under 
section 33 to review any orders passed by any income-tax official, and 
lie alone may, under section 66 of the Act, state cases for the opinion of 
CL Higii Court. 

(3) The functions of Assistant Coviinissioncrs of Income-ia:r are main- 
ly appellate, but they also exercise supervision over the work of tlie In- 
come-tax Officers. The particular powers conferred on them by the Act 
are set out in sections 28 (1), 30 (2), 31, 37, 38, 39, 42 .(3) and 53. 

(4) hicoine-tax Officers are the assessors. While section 64 of the z\ct 
specifies the particular Income-tax Officers by whom assessments .shall be 
made, t.c., prescribes that assessments .shall be made in the case of a busi- 
ness by the Income-tax Officer of the area where the principal place of 
l)u.siness is situated, and in all other cases by the Income-tax Officer of the 
area in which the assessee resides, sub-section {4) of that section provides 
that every Income-tax Officer shall have all the power.? conferred by or 
Tinder the Act on an Income-tax Officer in respect of any income, profits 
or gains accruing or arising or received within the area for which he is 
appointed. This particular provision was inserted mainly in order to 
permit of enquiries being made into the profits of a branch business by 
the Income-tax Officer of the place in which the branch is situated 
and in order to enable every Income-tax Officer to make enquiries regard- 
ing all income, profits and gains arising or accruing within the area to 
•which he is posted, even though the assessment in respect of the particular 
income, profits or gains may not be made by him. Income-tax Commis- 
sioners should therefore secure by issuing imstructions or otherwise that 
there is no overlapping in this matter and that the same person is not 
assessed to income-tax by more than one Income-tax Officer but should 
at the same time secure that all Income-tax Officers shall give the utmost 
■assistance to the assessing Income-tax Officer in regard to any property, 
income profits or gains within their respective areas which are liaole to 
assessment elsewhere. 

While it is intended that the work of making assessments, of hearing 
appeals and of passing orders in review shall ultimately be carried out 
by separate officials known as the Income-tax Officer, the As.sistant Com- 
missioner and the Commissioner, as a complete whole time staff for in- 
come-tax work has not yet been appointed in many of the provinces, 
section 5 (4) makes provision for the continuance, until such whole time 
staff is engaged, of the existing system under which individual officers 
•exercise the powers of an assessing authority in respect of particular 
elassesof income and of an appellate authority in respect of others, while 
^..he reviewing authority is in certain cases also the appellate authority. 

■ While the income-tax staff will as a rule be appointed in provincial 
cadres, there are certain classes of cases for which it may be advisable 
"that assessments should be made by an all-India staff. Such, for exam- 
ple, are the cases of military officers and of officers of other departments 
serving directly under the Government of India who are liable to transfer 
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^irom one province to another; and there may be other cases such as the 
-assessment of railway companies which at any time it may be considered 
advisable should be dealt with by a special officer for the whole of India. 
'Sub-section (6) of this -section has been inserted to make provision for the 
appointment of special officers in such cases. 

23, Salaries. {Section 7 .) — The income taxable under tliis head in- 
■chides not only fixed salaries or wages and annuities or pensions, but 
•also any fees, commissions, perquisites or profits received in lieu of, or 
in addition to, salaries or wages which are paid to an employe by or on 
behalf of any employer. Under the Act of 1918 the income chargeable 
under this head applied only to “ salaries ” in the above sense when paid 
■by or on behalf of Government, a local authority or company, any other 
public body or association or by or on behalf of any pi’ivate employer 
■who had entered into an agreement with the Income-tax Ofiicer to re- 
•cover the tax on behalf of Government, but under the present Act it 
•applies to all salaries paid by or on behalf of every private employer, 
‘the obligation to deduct income-tax from salaries being under section 
18 (2) of the Act an obligation on every employer. 

The proviso to sub-section (1) applies only to compulsory deductions 
made under the' authority of Government and not to compulsory deduc- 
tions made by ether employers (see paragraph 18) . The amount exempted 
under this proviso has, however, to be taken into account under section 
16 (7) in computing the total income of an assessee for the purposes of 
determining whether he is liable to tax and the rate at which he is to be 
•assessed. An assessee for example, who has a salary of Bs. 180 per men- 
sem or Us. 2,160 per annum and from whose salary a compulsory deduc- 
tion is made by the authority of Government of Bs. 300 per annum of the 
nature referred to in this proviso is liable to pay income-tax on Bs. 1,860 
.at the rate applicable to an income of Bs. 2,160. 

Under section 58 of the Act this proviso does not apply to super-tax 
'that is, no allowance of this kind is made for super-tax purposes. 

As regards “ perquisites ” see paragraph 20. 

Tianguage rewards and fees for conducting an examination, when the 
•conduct of the examination is not part of the officer’s ordinary duties, are 
not chargeable as “ salaries,” but as income “ from other sources ” under 
section 12. 


For classes or portions of “ salaries ” which are entirely exempt from 
•tax, see paragraphs 16 (1), (2), (4), (5), (10), (11), (12), (13), (14), (15), 
(16), (17), (18), (19), (20), (21), (23), (24), and (25). 

Income under this head is always included in the income of the year 
•in which it is received irrespective of the period in respect of which it 
was earned, with the solitary exception that where an officer of Govern- 
•ment takes an advance of pay, the tax is not chargeable on the advance, 
but the tax is charged on the’ full salary of the month in which the 
advance is recovered by deduction without any regard to the dediiction. 

A portion of a salary withheld under the orders of a Court is liable 
to tax. ' 


24. Salarie'i paid in India hut outside British India, [Section^ 7 (2).j 

,See paragraph’!. This sub-section makes chargeable, under this head, 

salaries paid from Indian revenues to Government employes in any part 
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of India and salaries paid Ly a local antliority estaUislied in exercise' of 
tlie powers of the Governor General in Conncil. All servants of Govern- 
ment or of snch local authorities are, therefore, liable to pay tax on their 
salaries if they are employed in any part of India and irrespective of" 
their nationality. 

The words “ or any servant of His Majesty,” in this sub-section were* 
inserted in the Act of 1918, so as to bring all servants of the Crown, 
whether British subjects or not within the purview of this sub-section, 
on the ground that it seemed unnecessary to give to persons who were- 
not British subjects specially favourable treatment which was nofr 
accorded to British subjectsj 

The pay of officers whose services have been lent to, and whose- 
salaries are paid by, Indian States are not chargeable to income-tax 
under this section unless they are drawn or received in British India;, 
but the leave allowances and pensions of such officers are, leaving the 
question of the place of their payment aside, chargeable to income-tax. 
The Government of India recover contributions at fixed rates from the- 
Indian States to meet the cost of leave allowances and pensions of officers- 
in foreign service and make themselves responsible for paying the leave- 
allowances and pensions of their employes earned in foreign .service. 

25. Salaries, etc., faid outside India . — ^Under exemptions Hos. 14, 1-5- 
and 16 quoted in paragraph 16 allowances or salaries paid in the United 
Kingdom to officers on leave or duty in that country and leave allowances 
or salaries drawn from any colonial treasury by an officer on leave- 
or duty in the colony and the pensions of officers drawn from auj* colonial 
treasury or paid in the United Kingdom are exempt from the tax. The- 
salaries and allowances of the emploj'es of firms and companies should also- 
be exempted from income-tax in those cases only where a private eiupioyer 
is bound under the terms of a contract, or has elected as a general measure 
to pay leave allowances to his employes in England. Where on the other 
hand there is no such obligation or general practice, such allowances 
should be liable to taxation. The same criterion should be applied to the- 
taxation or non-taxation of pensions. 

Pay and allowances drawn by officers from the Indian revenues whichi 
are earned by them by service outside India ^are not liable to the tax 
unless they are drawn or received in India. 

26. Interest on securities {Section S .) — As regards stei’ling securities, 
see paragraph 15. 

The interest chargeable under this section is the interest only on 
securities of the Government of India or of a local Government or 'oni 
debentures or other securities for money issued by or on behalf of a local 
authority or company. ^ It does not include the interest on debentures 
issued by firms, associations, clubs, or individuals the interest on which 
is chargeable under section 10 or 12. 

With reference to the first proviso the Government of India War 
Bonds, 1920, 1921, 1922, 1923, 1925 and 1928, 5 per cent, loan 1945-55, 
Five-year 6 per cent. Bonds, 1926, Five-year 6 per cent. Bonds, 1927, Ten- 
year 6 per cent. Bonds, 1930, Ten-year 6 per cent. Bonds, 1931, Ten-year 
6 per cent. Bonds, 1932 and Ten-year 5 per cent. Bonds, 1933, have 1)een 
, issued income-tax free. 
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ihe second proviso to tliis section prescribes that where a local Gov- 
f eminent issues a security as income-tax free, the income-tax on the inter- 
•est thereon shall be payable by that local Government. So far as in- 
vestors are concerned, therefore, securities issued income-tax free whether 
by the Government of India or by local Governments, stand on exactly 
the same footing, that is, income-tax is not payable on the interest re- 
•ceived therefrom by the assessee, but the interest received therefrom is 
taken into account under section 16 (1) of the Act in, determining the total 
income of the assessee for the purpose of deciding whether he is liable 
to income-tax and also for determining the rate at which he shall pay 
•income-tax on his other income. The same remarks apply to Govern- 
ment securities purchased through the Post Office and held in the custody 
-of the Accountant General, Posts and Telegraphs (see paragraph 16). 
Super-tax is, however, payable by the recipient in respect of such interest, 
•since, under section 58 of the Act, the provisos to this section do not 
: apply to super-tax. 

Pm interest on other securities, which are entirely exempt from tax 
• see paragraphs 16 (6),' (7), (8), and (22). 

Por interest on securities held by Provident Punds, etc., see para- 
igraph 19. 

The interest on securities held by a Co-operative Society is liable to 
'income-tax (see paragraph 16). 

Where an assessee with an income from securities has obtained a loan 
from a bank for purchasing those securities, he may, on obtaining a 
banker’s certificate as to the amount of the interest on his loan, set off the 
interest that he pays against the interest that he earns from the securities. 
It must be clear, however, from the certificate that the borrowing was 
'definitely and solely for that purpose (see paragraph 69). 

• Income-tax (but not super-tax) in respect of income chargeable under 
this h.ead is deducted at the source [section 18 (.5)]. 

27. Property. {Section, 9.) — The tax is payable under this head in 
respect of property consisting of any building or lands appurtenant to a 
building by the owner of such property. Lands not attached to a build- 
ing are not chargeable under this section. The income derived from 
vacant lands let out in urban areas for the purpose, e.g., of storing mate- 
rials is chargeable to the tax under section 12. 

Buildings or lands occupied by the owner thereof for the purposes of 
his own business are not liable to the tax under this head. This particu- 
lar provision was inserted in order to avoid the unnecessary complications 
in preyioTis Acts under which the annual value of such property was liable 
to the tax under this head and a corresponding deduction was allowed to 
■^the owner under the head “ business ” (section 10). 

It is to be noted that it is only the owner who is liable to pay tax 
■under this head. Where a person derives an income from house property 
which he holds on lease, such income is chargeable under section 12 
other sources.” 

28. Property — Pefiji.ition of annuril vnhic. ISection 9 (•2).][ The tax 
"is. Tinder the head “ property,” chargeable in respect not of any actual 
Tenial or cash received, but of the “ hood fide annual value.” The bond 
jide annual value of a building is the full market value at which the build- 
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ins: could be let from year to year irrespective of any. charges by vay of 
municipal rales or taxes thereon. It therefore differs from the actual, 
annual rent payable on a long term lease or the actual rent payable on a 
yearly lease under a privileged rental or with tenant’s liability to pay- 
owner’s rates or taxes. The only limitation on taking the full market' 
value is that in cases where the property is in the occupation of the owner 
for the purposes of his own residence the “ annual value ” is restricted' 
to a maximum of 10 per cent, of the “ total income ” of the owner. 
The phrase “ total income ” in this definition has the meanjng given to it 
in section 2 (2J) of the Act, viz., income, profits and gains of such owner- 
from all sources to which the Act applies and, therefore, docs not include 
income derived from any of the sources specified in section 4 (2) of the 
'Act, (such as, for example, “ agricultural income ”), which are exempt 
from the tax. 

29. Deductions alloived in respect of property . — ^It is to be particularly 
noted that, as stated in paragraph 60, no deductions are permissible' 
on account of any municipal or local rates or taxes in respect of property. 
Nor can any allowance be made for brokerage for, raising loans on mort- 
gages and legal charges relating thereto since such charges are in the 
nature of capital charges. The only deductions from the “ annual' 
value ” permissible are those specified in section 9 {!). 

30. Proof of e,xpenditnre where deductions are claimed in respect oi 
^‘property.” \_Section 9 (7).] — The allowance on account of repairs, 
[viz., one-sixth of the annual value in the case specified in clause (?), and" 
in the case specified in sub-clause {ii), the amount permitted by that 
clause] is a fixed allowance Avhich shoiild be granted withoxit proof of the- 
actual expenditure in any year and irrespective of the amount of s\ich 
expenditure. The allowances on account of the annual premixnn paid to* 
insure the property against risk of damage or destruction or on account- 
of interest on mortgage or annual charge or gi’ound-rent or land revenue 
or of collection charges must, however, be supporetd by proof of the* 
actual expenditure. 

3J. Property. Insurance dednciiojis. [Section 9 {T) (in)-] — The- 
only insurance deduction permissible is. the amount of the annual pre-- 
mium paid to insure the property against risk of damage or destruction. 
In some cases owners insure against loss of rent. "Wliere an owner asks- 
for an allowance on account of the anmial premium for such insurance it" 
should be allowed if such owner agrees to pay tax on any amount recovered 
from the insurance company. Where no such allowance is claimed or 
allowed tax is not to be charged on the amount recovered from the insur- 
ance company. 

^2. Property. Collection charges. [iSecfi’on 9 {!) (ri).] — As regards- 
collection charges rule 7 fixes G per cent, of the annual value as the maxi- 
mum amount permissible. Whei’e a house has remained vacant for a* 
period, this maximum, of course, w-ould never be reached and in many 
cases there -wall be no collection charges. ■ The ma.rimum amount per- 
missible should be reduced in all cases w’here a house lias remained vacant" 
for a period to G per cent’, of the annual value as diminished by the* 
amount allowed in respect of vacancies. Proof must always be given of' 
the collection charges having been incurred. Rule 7 simply provides- 
that, where there is proof of collection charges, such charges may be- 
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allowed subject to the provision that in no case shall tlie amount allowed^ 
on account of collection cbai’ges exceed G per cent, of the annual value. 

33. Property, Allowance hi, respect of 'vacancies. {^Section 9 (i) 
— 1^0 fixed rule can be laid down regarding tbe allowance to be- 

granted in respect of vacancies under clause (vii). Property is taxed oui 
the “ annual value ” which, as noted above, is the commercial rent of a 
house — ^the rent which it would fetch if let by the year. Where the- 
property is let at an annual rental corresponding to the annual rvalue- 
it -vvould be fair to allow a proportionate deduction corresponding to the- 
period of the vacancy, that is, if it were vacant for half the year, half the 
annual value miglit be allowed. Property may be let on short lease for* 
a period less than one I'ear and fetch a rent for that period far in excess 
of what has been fixed as the “ annual value,” and in such cases no* 
allowance obviously can be given. Where a claim is made on account 
of vacancies, the owner should be asked to state what the actual rental' 
was that he had received for the period of the year during which the pro- 
perty was let and the amount allowed on account of vacancies should, 
under no circumstances, exceed the amount bj' which the rent received’ 
falls short of the annual value. There can, of course, be no allow*ance in 
connection with any property which is reserved bj* the owner for his- 
private occupation. A claim on account of vacancies can only be enter- 
tained in connection with property that is usually let. 

34. Properly. Limitation of total allowance. \Sect ion 9 {!).'] — ^The- 
proviso to section 9 (i), that the aggregate of the allowances made under 
that sub-section shall in no case exceed the annual value, was inserted, 
owing to tlie new provision in section 24 providing for the set-6ff of losses- 
under one Jicad against income, profits or gains under any other head. 
Instances have occurred of buildings situated in extensive grounds or oni 
valuable sites being mortgaged for sums the interest on w'hich is far in 
exce.'s of the “ annual value.” The result of this proviso is that the* 
annual value of the property belonging to an assessee can in no case be 
reduced to a mimts sum owing to riie allowances, and that there can be 
-no loss under this head to be set against income, profits or gains under 
any other head. 


35. Method, of accounting for assessing income, profits and gains -under- 
sections 10, 11 and 12. {See section 13.) — Owing to a High Court ruling, 
referred to in paragraph 12. regarding the definition of the word 
income ” the provisions in the present Act have been so worded as to 
lualce it clear that as regards income, profits or gains from business, pro-- 
fessional earnings or the other sources mentioned in section 12, no uniform 
method of accounting is prescribed for all tax-payers, and that every tax- 
payer may, so far as is possible, adopt such form and sj'stem of accounting" 
as "is best suited for his purposes. The only restrictions are that the 
method adopted must be one that clearly reflects the income of the assessee 
in respect of the fixed period of “ the previous year ” and that it is the • 
one regularly employed by him for the purposes of his business. If the ■ 
tax-paj'er does not regularly emplo}’’ a method of accounting which clearly 
reflects his income for the “previous year,” the computation will be- 
made in such manner as in the opinion of the Income-tax Officer does- 


clearly reflect it. 

Tliere are t-wo main s 5 'steras of keeping accounts. There is firstly the ■ 
cash basis sj'stera, wdiere a record is kept of actual receipts and actual’ 
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payments, entries being made only wlien money is actually collected or-' 
^lisbursed’ There is secondly, the mercantile accountancy system under 
which a profit and loss account is maintained and a comparison is made 
•of the ralue of the stock in hand at the beginning and at the end 'of each 
year. Under this latter system entries are made in the accorxnts on the 
date not of receipt of money or expenditure of money, but on the date of 
transactions irrespective of'the date of payment. _ When goods are sold, 
for example, an entry is made at once on the receipt side of the account, 
althouo-h no cash may be received at the time in payment of such goods ; 
and an entry is similarly made on the debit side when a liability is in- 
curred although payment’ on account of such liability may not be made 
at the time. It will be the method of accounting adopted for or by the 
tax-payer, therefore, that will determine the period within which any 
item of gross revenue or any deduction therefrom is to be accounted for, 
and which will determine whether particular allowances are or are not 
permissible. 

It is for this reason that the Act does not contain a complete statement 
■of the deductions or allowances that are permissible or not permissible in 
working out business profits or professional earnings, since certain 
allowances or dedtictions can only occur where the mercantile accoxmtancy 
system is adopted. There can, for example, be no allowance for “ bad 
debts” where the cash basis is the method of accountancy employed. - 
Under the mercantile accountancy system, as noted above, an entry is 
made on the receipt side when a sale is conchided, although the money on 
account of such a sale has not been paid and in making up the ac- 
counts at the end of the year such entries are treated as receipts, and the 
tax is levied on these “ book profits.” It may liappen that some of these 
■“ book profits ” c.annot be recovered ; they are written off as “ bad debts ” 
when found to be irrecoverable; and since such “book profits” have 
been included in the income assessed to income-tax, the “bad debts” 
must be written off against the “ book profits ” in the year in which they 
are written off in tlie accounts as irrecoverable. Where the cash system 
is adopted, there can be no “ bad debts.” 

Again, it will be the method of accounting that will determine the 
particular year in which allowances common to both systems of keeping 
accounts may be made. In sub-section (2) of section jO of the Act pro- 
vision is made for allowances on account of rent paid, interest paid on 
•capital borrowed, the amount of premium paid in respect of certain 
classes of insurance, amount paid on account of current repairs, etc., and 
sub-section (J) of section 10 states that the word “ paid ” means “ actually 
paid ” or “ incurred ” according to the method of accounting upon the 
basis of which profits or gains are computed, f.c., where the cash basis is 
adopted, it' will be the date of actual p.ayment that will determine the 
year in which such allowances may be made, whereas if the mercantile 
•accountancy system is adopted, tlie’allowances c.an be claimed in the year 
in which the liability to pay accrued. 

SG.JIcthod of accounting “regularly employed” {Section 13 .) — 
The method of accoxinting regularly employed by an assessee for the pur- 
poses of his business should, so far as possible, b*e the method adopted for 
working out his profits for income-tax purposes; but the Income-ta.'C 
■Officer has to decide whether that method of accounting is the one regu- 
larly employed for the purposes of the assessee’s business and whether it 
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is STJcli as to reflect clearly the taxable profits for tbe “ previous year.”" 
In most cases tbis should cause no difficulty. Doubtful cases should be 
referred xo higher authorities. As an example of the principles to be 
followed in settling doubtful cases two instances of such cases are given. 
It is the practice amongst certain merchants to prepare their accounts on 
the basis of the mercantile accountancy system in respect of transactions 
between themselves and members of their own community, but on the basis 
of cash payments in the case of transactions between themselves and their 
customers. Provided that the same system is continuously employed, 
there appears to be no reason why this particular practice should not be 
considered to be a “ method ’of accounting regularly emplo 3 ^ed.” Again 
there are cases where the various branches or a business are only closed 
down once in three or five years and where the accounts of the branches 
are not annually incorporated in the head-quarters business’s accounts. 
In such a case it might be possible to assess either on the aver- 
age annual profits of the branches as disclosed by the accounts last filed or 
on the actual profits brought to account owing to particular branches clos- 
ing down in particular j’ears. 

The cases in which an assessee desires to change his accounting s^’^stem 
should be rare and where such a request is made, the Income-tax Officer 
in considering it should, as in the similar case of a demand for a change ia. 
the “ previous year ” (paragraph 5), if he is prepared to allow the change, 
take steps to secure that no profits escape taxation on account of the 
change. While section 13 leaves it to the discretion of the Income-tax 
Officer to decide whether a particxilar sj'^stem of accounting should be ac- 
cepted or whether a change in the system of accounting should be allowed, 
the discretion of the Income-tax Officer in this matter can be questioned 
in the course of an appeal against an assessment under section 30, i.e., it 
may be made one of the grounds of appeal in contesting the assessment of 
the profits. 

37. B^tsincss dedvctions. General. — ^While, as stated in paragraplt 
35, it is not possible, owing to the vai’iety of accounting sj'slems, to pre- 
scribe exhaustive lists of deductions that are or are not permissible in the 
ca'^e of all businesses, section 10 (2) contains a list of allowances that ai’e 
permissible in the case of all businesses. The following is a list of the'' 
deductions that are not permissible in the case of anj’- business whatever 
the sx'stem of accounting may be that is adopted ; — 

reserves for ‘‘ bad debts ” or for “ provident ” or other funds or anj’- 
othei purpose such as the equalisation of profits or dividends ; 

expenditure of the nature of charity or presents ; 

expenditui-e of the nature of capital; 

cost of additions to, ir alterations, extensions or improvements of, any 
of the assets of a business ; 

sums paid on accoxint of income-tax or super-tax in India or elsewhere- 
or anj' tax levied by any authoritj" other than land revenue, local rates, 
or municipal taxes in respect of the portion of the piemises onty which 
is used for the purposes of the business; 

drawings or salaries of the proprietors or partners ;* 

finterest on the proprietors’ or partners’ capital including interest on 
reserve or other funds ; 


^ Note. — Cf* Case No. 15 in Volume IT. 
t Note. — Of. Case No. 11 in Volume TL 
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private or personal expenses of the assessee ; 

rental value of property owned and occupied by the owner of a business 
for the purposes of the business ; 

losses sustained in former years ; 

any loss recoverable under an insurance or a contract of indemnity; 

(iepreciation of any of the assets of the business other than the deprecia- 
fibn allowed under section 10 {2) [vi) ; 

any expenditure of any kind which is not incurred solely for the pur- 
pose of earning the profits. 

38. Basmess deductions. Irrecoverable Loans. ^Section 10 (^?).] — 
"Where an assessment is made of profits or income from a banking or money- 
lending business, loans which cannot be recovered should be^ dedticted 
from the assessed profits of such business at the time when such'loans can 
be definitely proved to be irrecoverable. For example, if a banker lias 
lent out 5 lakhs of rupees and received 11s. 50,000 as interest but iias 
during the same year lost an irrecoverable loan of Rs. 25,000, he should bo 

assessed on Rs. 25,000. Similarly, if the same banker receiving Rs. 50,000 
as interest on his loans suffers a loss of an irrecoverable loan amounting 
TO one lakh during the same year, the income to be assessed to income-tax 
from the mone 3 '-leuding business in tliai xenv will be ni/. Those 
•examples will apply whether the assessee had previously been assessed to 
-income-tax or not. 

This instruction will also applj’ to the assessment of other traders, 
-where loans have been made in connection with the business and in which 
the loans are of the nature of the business and (he loss is a true trading 
loss. 

The irrecoverable loans in the sense referred to in this paragraph arc 
•sometimes confused with the “ bad debts ” described in paragraph 35, but 
the}- are of a totally different nature. Money lent out on interest is the 
stock-in-trade of a money-lender or bfinker and the loss of such stock-in- 
irade can clearly be regarded as a trading loss like the loss of the stock-in- 
trade of anj'^ other trader where the loss is not covered bj' insurance. In 
settling claims of this nature the question has alwavs to be considered 
whether monej'-lending is, or is not, a part of the business of the trader in 
question. The investment of savings or occasional loans made to acquain- 
tances cannot be considered to be loans made in the course of trading. 

39. Allowanee on account of rent of business 2 Jrc?ni.'fCs. \^Section 10 
{^) (*)•] — The allowance referred to in this clause is only in respect 
■of that portion of the premises in which the business is carried on and 
the same limitation applies to all allowances relating to premises or build- 
ings in clauses (?{), (iv), (v), (vi) and (viii). Where premises are owned 
by the owner of the business, no allowance of course is permissible 
.since the owner is not liable to paj’- tax on the anuTial value of such pre- 
mises under section 9. "Where the trader resides in a part of the business 
premises, the full rental cannot be set against the profits and the Income- 
tax Officer must, in each case, deteiunine the poriion of the rent that may 
so be set off. 

40. Alloxoances on, account of repairs of hxisiness premises. — -"Where the 
•assessee is himself the owner of his business premises, he is allowed as a 
'deduction the amount spent on repairs each year on the portion of the 
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otter insurances. Furtlier, an}' sums not actually, .expended on ineviia 
but merely set aside b}' a company or firm as an insurance fund are 
simply' particular description of reserve and no allowance or deduction; 
can be given in respect of sucb reserves. 

The Act does not contemplate the deduction of premia on account of 
insurance against a loss of profit. If, however, the owner of a business 
elects to claim any such allowance, he should signify his intention to- 
the Income-tax Officer — and if he makes a declaration in writing, under- 
taking generally to pay the tax on any amounts recovered from an 
Insurance Company under any such policy or policies, the allowance 
will be granted in respect of the premia for any such policies that he 
may have taken out not more than a month before the date of such 
declaration or that he may take out subsequent thereto. Where no 
allowance is asked or allowed in respect of such policy, any siims 
received from the Insurance Company on account of the policy will not be 
liable to tax. 

43. Allowances in respect of depreciation. \_Section 10’ (2) ('wi).] — 
The allowances permissible under this clause are prescribed in rule S 
and the information that must be furnished in order to obtain an allow- 
ance is set out in rule 9. It is only the particular classes of buildings, 
machinery, plant or furniture mentioned in rule 8 in respect of which 
the depreciation allowance can be claimed, and the buildings, machinery, 
plant or furniture for which depreciation allowance is claimed must be 
used for the pxirposes of the business. Is^o allowance can be claimed on 
account of depreciation, for example, of any portion of a building which 
is used as a residence bv the assessee. Further, the buildings, etc., must 
be the property of the assessee. No allowance can be claimed if they are 
leased from others. 

The percentage allowance is on the original cost of the machinery, 
etc., to the assessee and not the original cost to a previous owner if it had 
been purchased from a previous owner. The rates of depreciation allow- 
ance fixed in rule 8 are fixed rates for the whole of India. Depreciation 
at those rates must be allowed each year when there are sufficient profits, 
and only the excess of the depreciation allowance over profits can be 
carried forward from year to year until absorbed, and this practice mxist 
be followed whether the depreciation allowance is adjxxsted in the 
accounts of the assessee or not and irrespective 'of the amount shown in 
the accounts. It is for this reason that in the form of returns of income 
prescribed in rules 18 and 19 any amounts entered in the accounts of an 
assessee for the depreciation of any of the assets of the business must be 
written back as the amount allowed for income-tax purposes is the 
amount prescribed in the rxiles arid not the amount entered in the books 
of the assessee. 

This clause provides for the depreciation of furniture, but. it may 
not suit the convenience of particular traders to ask that a depreciation 
account should be kept xip for petty items of furniture and a depreciation 
allowance on account of fuimiture should, therefore, be granted only in 
cases in which it is asked for, in which event the cost of replacement 
should not be allowed ; where such depreciation allowance is not asked for, 
the cost of replacement should be allowed in the year in -which the furni- 
ture is replaced. 
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Whatever depreciation allowances ai’e granted, it will be necessary to 
•maintain an account showing the original cost to the assessee of the 
plant, the amotint of the anmial allowance, the amount of the allowances 
already granted and the balance still to be allowed. 

The percentage allowance fixed in the rule for the permanent way 
•of electric tramways only covers cases where the number of car miles 
per mile of track does not exceed 125,000 car miles per annum. Where 
i;he number of car miles per mile of track per annum exceeds 125,000, 
special terms will have to be made in each case. Similarly special 
consideration should be given to each case where there are special 
circumstances^ such as exceptional gradients, the compulsory use of wood 
' paving, etc., tending to show that the car mileage does not fairly 
represent the wear and tear of the track. The cost of renewing concrete 
■foundations should be allowed as a trading expense as and when incurred, 
provided that, if the renewed foundations are an improvement on the 
old ones, so much of the cost of the renewed foundations as represents 
such improvement should not be admitted as a trading expense. 
Amounts I’eceived for the old materials, whenever renewals are effected, 
should be credited against the cost of the renewals, and if the old 
materials are not disposed of at the time or are used for other purposes, 
iheir estimated value should be deducted, subject to adjustment if 
necessary, as and when the old materials are disposed of. The per- 
•centages fixed for the depreciation of the permanent way are based upon 
the estimated life of a track from a consideration of the number of car 
miles per mile of track, and consequently these percentages may vary 
In connection with the same undertaking. It must be clearly understood 
that the revision of the life of a track need not necessarily be deferred 
till the whole track is renewed, because it may become clear before that 
date that revision is necessary either in the direction of increasing or 
•decreasing the average life. As regards the rate for general plant, 
machinery and tools, all other plant and machinery' including workshop 
tools but excluding loose implements, office furniture and small articles 
which require frequent renewals (expenditure on which is allowed as a 
ljusiness expense against revenue), should be himped together and the 
rate of 5 per cent, depreciation should be allowed thereon in addition 
to the cost of repairs. No depreciation should be allowed on overhead 
equipment, i.e., trolley wires and connections : all expenditure on main- 
tenance and renewals should be charged as working expenses, as and when 
•occurred. 

No depreciation allowances are granted to railways on account of de- 
preciation of their rolling stock as renewal charges are allowed as a busi- 
ness deduction. 

As stated in paragraph 37 no allowance can be made on account of the 
depreciation of the assets of a business other than the particular items 
mentioned in this sub-clause and in rule 8. No depreciation allowance, 
for example, is permissible to provide for the amortisation of capital sums 
paid on account of the purchase of the lease of a mine or for the deprecia- 
tion of wasting assets such as coal. Depreciation allowances should, how- 
ever, be allowed for sinking shafts, tramways and sidings in coal mines, 
•which are included in the term plant.” 

Shares and securities held as part of the capital of a business should be 
similarly dealt with. So long as shares or securities continue to be held 



.m 


by a company, firm or individual as part of his or its capital, any depre- 
ciation or appreciation in their market value is outside the scope of the- 
Income-tax Act; and similarly, ivhen the vahie of shares and sectirities- 
so held (for example, the securities constituting the reserve fund of a 
hank or other company) is realised, the transaction is a capital transaction, 
and no account should he taken for income-tax purposes of any profit or- 
loss resulting from the sale. On the other hand, where an individual,, 
company or firm habitually uses part of his or its resources in the phi- 
chase of securities or shares with a view to obtaining profit on their sale- 
and the subsequent reinvestment of the proceeds, the indmdual, company 
or firm is, in altering his or its investments, carrying on a trade for the- 
sake of obtaining profit therefrom, and the profits secured or losses incurred^ 
are trade profits or losses which must be taken into account in determining 
the assessment to income-tax. It will, therefore, always be a question of 
fact to be decided on the merits of each case whether the changes in invest- 
ment are of sufficiently systematic a character to constitute the exercise of 
a trade, but if they are, the profits therefrom are liable to assessment, and 
an allowance must be made for any losses in calculating tlie amount of tax 
payable. 

44. Bxtsiness — Obsolescence alloxcaiices. ^Section 10 {12) (r?V).]j — It- 
must be particularly noted that the allowances under thi.s clause can only 
be given where the machinery or plant becomes obsolete. Where machin- 
ery or plant is sold for reasons other than that it has become obsolete, no» 
allowance can be given. Where a machine is sold iio allowance can be* 
given if the facts present evidence that the machine is not obsolete. 

The amount allowed for obsolescence is, again, calculated upon the* 
original cost to the owner. The amount to be given is the amount of such 
original cost to the owner as reduced by the depreciation allowances un-- 
der clause (vi) and the amount for which the machine is actually sold 
or its scrap value. Tor example, a machine costing Ks. 10,000 with a 10' 
years’ life is sold after 5 years for Es. 2,000. The oi’iginal owner gets- 
Es. 5,000 for depreciation and nothing for obsolescence as the machine is- 
not scrapped or sold on account of obsolescence. The second owner gets- 
an allowance based on a 5 years’ life, and as the cost of the machine to him 
was Rs. 2,00Q, his annual allowance is Rs. 400. If through some flaw the- 
machine is scrapped as useless after three years, then in the year in which 
it is so scrapped the second owner can claim Rs. 800 for obsolescence. If,, 
on the other hand, the machine lasts 5 years or more in the hands of the* 
second owner, no allowance for obsolescence is permissible. 

45. Alloicance on account of rates or ta.res. {^Scction 10 (2) (rzV?.)]' 
— The allowance under this clause covers only the land revenue and local’ 
rates or municipal tnxes paid in respect of the portion of the prc 7 Jnsc 5 - 
used for the purposes of the business. In assessing income from business- 
a local rate or tax which is payable irrespective of whether profits are 
made or not should be treated as expenditiire incurred solely for the* 
purpose of earning profits or gains unthin the meaning of section 10 (2)> 
(fic) if^the rate or tax is not an admissible deduction under section 10 (2)* , 
{vivi)." jN^o allowance can be given on account of any other rates or taxes; 
whatsoever. All rates and taxes, therefore, whether levied on the profits; 
of a business or which are .charged on the proprietor of a business im 


* Of. Case No. 16 in Yolume II. 
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rrespect of anything other than the actual portion of the premises used 
-.for the purposes of the business, must be disallowed. (See also paragraph 
-60 and Case No. 6 in Volume II.) 

46. Miscellaneous business deductions. [^Section 10 (2) (ij :).] — 
"While the Act makes no provision for contributions b}* employers to pri- 
vate provident fxinds constituted for the benefit of their employes being 

•.exempted from the tax (see paragraph 18), contributions to such provi- 
denbfunds by the employers should be allowed as a business expense in all 
cases where the funds are constituted as irrevocable trusts and where the 
••employers' contributions cannot be recovered by the employers. Where, 
however, sxich funds remain in the hands or under the control of the 
• employers, no contributions by the employers can be allowed as a business 
expense; but in such cases actual payments made to employes leaving 
the service of the employer should be allowed as a business expense in 
the year in which such payments are made, so far as such payments are 
made from the contributions of the employers whether in that year or 
iin preceding years. 

The same remarks apply to superannuation funds or reserves for the 
[purposes of providing pensions to ex-employes. Actual sums paid as pen- 
•sions to ex-employes or to the widow or children of an ex-employe should, 
howevei’j.be allowed as a business expense where the pensionary payment 
is a fixed or recurring one, but no claims on account of “ pensions ” 

: should be entertained where the “ pensions ” are paid to persons who 
have or who at anytime had a share or interest in the business. 

The following principles should be observed in dealing with claims 
that bond fide expenditui'e for the welfare of the employes of a busi- 
mess should be allowed as a business expense. No contributions towards 
expenditure incurred b 5 >- outside bodies which may benefit the employes 
■of a company or firm incidentally with members of the general public, 
should be allowed, such as contributions for the support of clubs, re- 
creation grounds, religious institutions, dispensaries, hospitals, schools 
and the like. If, on the other hand, an assessee maintains a school or 
a dispensary solely for the benefit of his employes, reasonable expendi- 
ture on the upkeei) of such an institution should be allowed as a work- 
ing expense. Similarly, expendiUire incurred in the maintenance pf 
a conservancy staff employed to keep the surroundings of the dwellings 
•of the employes of a concern in a sanitary condition should be allowed. 
In no case, however, should any capital expenditure be allowed, such 
••as, for example, the amounts expended on the construction of latrines, 
.drains, water-works or hospitals. 

47. Method of converting the net profits of sterling companies into 
n'upee for the purposes of income tax. — ^Where the business of a sterling- 
company is transacted entirely in India, there is no need for the Income- 
tax- Officer to look at the sterling accounts as he can get a record and ask 
for a return of the transactions in rupees. He should act in the same 
way in cases where the profits of the Indian branch of a company operat- 
iiug in other coiintries can be separately ascertained. In the case of a 
•company operating throtigh local branches in different countries where 
•the profits of the Indian branches cannot be ascertained separately but 
have to be deduced from the total sterling profits of the company from 
sail its operations, the net profits of the company for the purposes of 
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assessment to Indian income-tax should he converted into rupees at the 
rate of exchange ruling on the last daj* of the year to which tlie account 
relates unless the Income-tax Officer is able, % an’ examination of the 
accounts, to ascertain the average rate of remittances throughout the 
year and to deduce from that the rupee figure of profits. 

48. Premia on issxie oj shares . — The premia received by a company on. 
issue of shares are capital receipts, and, as sucli, not chargeable to tax. 
In the same way the cost of issuing shai’cs is capital expenditure .and 
cannot be allowed as a deduction for income-tax purposes. 

49. Income from “ other sources." — Dedveiions. {Section 12 .) — 
The interest paid on iiioney borrowed for the purchase of shares or secur- 
ities can only be set against the income obtained from the shares or 
securities where it is proved either bv a banker's certificate or othei'wise- 
that the borrowing has been definitely and solely for that purpose; but 
where such proof is alTordcd, an allowauce''sliould be given. 

oO. DedxiGtions on account oj ta.ccs j)aid. — ISio deduction is permissible 
in computing the income, ])rofits or gains on account of any taxes or 
rates ’paid in respect of sucli income, profits or gains except that a local 
rate or tax which is payable irrespective of whether profits are made or 
not (see paragraph 45) is to be allowed as deduction from income from 
business. Section 10 (2) (viii) of the Act allows as a deduction from 
business profits sums paid on account of land revenue, local rates or 
municipal taxes in resjiect ' of premises U'^ed for the purposes of a 
business. This specific provision has been inserted because the local 
rates paid on account of such premises are usually in the nature of a 
payment for services rendered (c.f/., by supply of water, conservancy 
arrangements, etc,), but that allowance is closely restricted to a local 
tax or rate levied in respect of the premises used for the purposes of the 
business. No deduction is allowed for any other local rate or tax such 
as, for example, local taxes varying according to the income or profits of 
a business. Nor is any deduction on account of a local rate or tax 
on propertj' allowed from the annual value of property which is tax- 
able under section 9. Similarly no allowance is permissible on account 
of income-tax or super-tax paid by an asscssee. W.hero property, 
profits or gains are liable to taxation in other countries or by other autho- 
rities in British India all these authorities are taxing the same property 
01 jirofits for different purposes. Attention is invited to the 
ruling of the Uigh Court at Patna (Case No. 0 in Volume II) 
in which it was held that the amounts paid for cesses by a person 
deriving an income from rents of collieries and from royalties on the- 
amount of coal raised from the collieries are not to be deducted in com- 
puting the amount of his assessable income, and in which it was clearly 
stated that “ the payment of a tax which is conditional on the making 
of an income and which has to be calculated on the amount of such income 
after it has come into existence cannot be said to be expenditure for the 
making of such income.’’ 

Eeference is also invited to Case No. 7 in Volume II in which the 
High Court of Madras held that in computing the profits of a non- 
resident company under the provisions of rule 8-3, the taxes payable in 
other countries in respect of the profits of the company are not to be 
deducted. 





lt)7 


^ 51. Taxation of a Hindu undivided family. (Section 14 .) — A 
Hindu undivided family is treated as a separate entity for income-tas 
pxirposes. It is taxed like an individual at a graded scale according to 
its total income and no account is taken of kow that income is distributed 
amongst the individual members when such individual members are 
assessed to income-tax or super-tax in respect of their separate income. 
This applies even in cases where the amount of the income of the Hindu 
undivided family is less than Its'. 2,000 and is, therefore, not liable to 
taxation in the hands of the manager of the family. The same remarks 
■apply to super-tax. 

The taxation of the income of a Hindu undivided family thus differs 
from the taxation of the income of an unregistered firm since where the 
profits of an unregistered firm are not liable to taxation in the hands of 
the firm, such profits are taxed in the hands of the individual partners 
both for the purposes of income-tax [section 14 (2) (b) and section 16 (2)] 
and super-tax (section 55 proviso), and where the profits are taxed in the 
hands of the unregistered firm, the share of such profits of each partner 
is included in his ‘ total income ’ for the purpose of determining the rate 
at which he shall pay income-tax on his other income [section 16 (2)]. 

Tor the method of serving notice or requisition on a Hindu undivided 
family see paragraph 97. 

52. Taxatio7i of a firm . — For the difference between a registered 
and an unregistered firm see paragraph 9. 

'While income-tax is leviable on the profits of a registered firm at 
the maximum rate (see Finance Act), and while under section 48 (2) a 
member of a registered firm is entitled to get a refund in cases where the 
nia5c;imum rate is greater than the rate applicable to his total income, it 
is desirable that, so far as possible, such refunds should be avoided. 
"Where, therefore, the individual partners in a registered firm file their 
returns of personal income at the same time as the return of the income 
of the firm, the Income-tax Officer, on being satisfied that the whole of 
tile profits of the registered firm are accounted for in these personal state- 
ments, should charge the partners direct at the rate appropriate to their 
total income. The liability of the registered firm for the tax assessed 
upon the profits of the firm will, however, remain unless and until the 
tax assessed upon the individual partners has been recovered from them. 

For tlie method of setting-off a loss of profits of a registered firm 
against other income of a partner see paragraph 69. 

In computing the total income of a member of a registered firm or 
rmregistered firm for the purposes of income-tax or super-tax there should 
be included in that total income “ such an amount of the profits or gains 
of the firm as is proportionate to his share in the firm.” This particular 
phraseology has been adopted in section 14 (2) (b) and in the proviso to 
section 55 in order to make it clear that it is the proportionate share of 
a partner in the whole of the assessable profits of a firm that is to be 
taken into account in determining his total income, and not merely the 
amount that he removes from the possession of the firm. Some partner- 
ship deeds, for example, provide that the partners cannot remove more 
than a certain proportion of the profits in any year or, again, that a 
certain proportion of the profits must be distributed in charity. It is 
now made clear in the Act that it is the whole of his proportionate share 
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in tlie total assessable profits of the firm .nat is X) be taken into accoiini- 
and that that proportionate share cannot be reduced by any consideration) 
of how those profits are utilised. 

For the method of dealing with a change in the constitution of a firm 
see paragraph 72. 

For liability in cases of discontinuance of business owned by a firnii 
see paragraph 72. 

For the method of serving notice or requisition on a firm see para- 
graph 97. 

53. Exemptions on account of life insurance. {Section 15 .) — Under 
the provisions of section 7 {1) proviso and section 15 an abatement of 
income-tax is given, after the assessment of the tax has taken place, on 
such portion of an assessee’s income as may have been — 

(/■) deducted from his salary under the authority and with, the 
permission of the Government for the purpose of securing- 
a deferred annuity to him or making jirovision for his wife- 
or children (section 7 (i) proviso) ; 

[ii) paid by him to an Insurance Company in respect of an insur- 
ance or deferred annuity on his own life or on the life of 
his wife ; or 

{Hi) paid by him as a contribution to any of the provident funds* 
mentioned in paragraph 18 : 

Provided that the total amount on which an abatement will be* 
permitted under this provision may not exceed one-sixth of the total 
income of the assessee. 

It is to be particularly noted that the insurances in respect of which- 
this concession is granted are insurances on the life of the assessee him- 
self or of his wife, and not any other form of insurance whatsoever. The- 
solitary exception is in the case of a Hindu undivided fainil}' in the case* 
of which insurances are permissible 07i the life of any male member of 
the famil}" or of the wife of any such member and not merely on the life- 
of the head or manager of the family. 

For the purpose of an abatement claimed by an assessee under this* 
section insurance premia payable in sterling should be converted at the* 
rate of exchange on force on the day on which the premium payment was 
made in cases where the assessee in unable to state the actual cost of 
remittance. 

A claim for abatement under this section must, if the payment is made*- 
otherwise than by a deduction from salary, be supported either — 

(o) by the original receipt of the Insurance Company or fund; 

[h) where the claim is made b}' a servant of the Government or of- 
a local authority, bj" a copy of the original receipt presented 
along with the original to the officer who pays the salary 
and attested by that officer who should, after such attest- 
ation, retxirn the original with a note endorsed upon it that 
it has been produced and allowed for, a copy being attached, 
to the bills sent with the list of payments ; or 
(c) by a duplicate receipt or certificate of payment given bj’- the 
Insurance Company or provident fund, pMyided a certi— 
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ficate is given that the original receipt is lost or is noir 
forthcoming. 

W here the Income-tax Officer is satisfied that none of the above pre- 
scribed documents can be produced without an amount of delay, expense- 
or inconvenience, which, under the circumstances of the case, would be 
unreasonable he may accept such other proof of payment of the premium 
as he may deem sufficient. 

Abatement on account of insurance may be given effect to by the 
person deducting income-tax from salary at the time of payment under 
section 18 (2). 

Where the payment on account of insurance premia, etc., is not claim- 
ed at the time when tax is deducted from salary, it may be claimed in 
the assessment and in the return g-iven by the assessee under section 22 
( 2 ). 

While strictly speaking abatements on account of insurance premia 
should only be made in assessing the income of the year in which the 
premia were paid, the rigid enforcement of this interpretation is likely 
to cause considerable inconvenience to assessees who desire that the abate- 
ment should be given effect to when tax is deducted from their monthly 
salary, particularly in cases where the premia have been paid to foreign, 
companies towards the end of a financial year and the receipts for the 
premia are not forthcoming until the following financial year. In such 
cases abatements of insurance premia may be allowed by officers respon- 
sible for deducting income-tax from salaries under section 18 (2) at the 
time of payment of the salary provided that the premia in respect of 
which abatement is claimed have been paid within six calendar months, 
ending with the close of the month for which the salany is drawn. 

While the officers responsible for dedxicting income-tax at the source- 
under section 18 (2) of the Act should allow an abatement where claimed, 
they need not carry out a check to see whether the abatement claimed 
under this section exceeds one-sixth of the salary of the officers concerned’. 
This can be looked after by the Inoome-tax Officer to whom returns are 
furnished under section 21. The deducting authority should, however,, 
see that claims for such abatements are made within the period prescribed. 

It is to be particularly noted that this abatement does not applj^ to> 
super-tax, section 15 being made inapplicable to super-tax bi* section 58. 

54. Tax deducted or collected at source to he included in income . — 
Section 16 (2) (which provides that the amount received by a shareholder 
in a company by way of dividend shall be increased bj’- the amount of 
income-tax pa 3 mble bj^ the company in respect of the dividend received} 
and section 18 (4) (which provides that where income-tax is deducted 
at the source from salaries and interest on securities, the tax so deducted’ 
shall, for the purposes of computing the income of an assessee, be 
deemed to be income received) have been inserted in order to make it 
clear that in the cases of taxation at the source and of the deduction of* 
tax at the source it is the gross amount of the income (i.e., including the 
tax deducted) which is to be taken into account in determining the- 
rate at which an assessee shall be liable to income-tax on the rest of his- 
income and also his income for liabilit 5 >- to super-tax. 



55. Restriction of income-tax where margin of income above a certain, 
ilimit is small. {Section 17 .) — Section 17 is designed to remedy the 
anomaly which pr6vio\isly existed where an assessee with an income 
just in excess of one of the stages in the Finance Act and therefore lia- 
ble to pay income-tax at a higher rate than if his income were just below 
that stage, foxmd himself, after the payment of the tax, worse off than 
he M'ould have been, had his taxable income been below that stage. 


Illustration . — 


Income. 

Tax payable if section 17 
had not been 
passed. 

Tax payable under section 17. 

1,999 

Nil 

Nil 

2,000 

^)2-l 

1-0 

2,020 

02-10 1 

21-0 

4,999 

130-3 ; 

130-3 

5,C00 

450-4 1 

1 

J31-3 


The marginal relief allowed under section 17 and the deductions 
referred to in section 16 should not be regarded as alternatives. The 
•correct method of working the two sections concuri'ently is as illustrated 
in the following example : — 

If a man’s total income is Es. 5,010 and he pays Es. 100 as Insur- 
ance premia, the tax he should paj’- is that on Es. 4,999 minus Es. 100 
i(=Es. 4,899) at five pies plus Es. 11. 

56. Reduction of the ta,v at source . — Section .18 of the Act provides 
lor the ded^iction of tax at the source as distingxiished from taxation at 
the source referred to in paragraph 10. It provides for the tax being 
deducted b}> the persons responsible for making paj'ments of “ salaries ” 
or “ interest on securities ” before such payments reach the hands of 
the recipients. The tax so deducted is paid over by the persons making 
the deduction to the credit of the GoA’ernment of India within the period 
.specified in rule 10 along with a statement giving the details shown in 
rules 11 and 12. Such deductions of income-tax are, under sub-section (J) 
of section 18, treated as payments of income-tax on behalf of the persons 
from whose income or interest the deduction was made and credit is given 
to them in the assessment of their income if an assessment is made of their 
-other income. The form of return of income that has to be made under 
section 22 {2) prescribed in rule 19, therefore, provides for the tax pre- 
viously charged upon the income being set off against any additional 
•charge, while section 48 (<5) provides as an alternative for a refund in cases 
whei’e the rate deducted is greater than that applicable to the total in- 
•come of the assessee. 

Any person required to make a deduction under section 18 who fails 
to do so, may himself, under sub-section (7), be deemed to be personally 
in default in respect of the tax while he is also liable to be prosecuted for 
•on offence punishable under section 51 (o). 

Persons making deductions at the source are indemnified for the 
deduction under section 65. 

The provisions of section 18 do not apply to super-tax (section 58). 
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The provisions of this section obviously cannot apply to cases where 
the payments are made outside British India as, for example, the payment 
of “ interest on securities ” in Indian States or in foreign countries or 
the payment of “ salaries *’ by foreign employers to residents in British 
India. It is for this reason that section 19 of the Act specifies that in any 
case where income-tax has not beeji deducted in accordance with the pro- 
visions of section 18, tlie tax is payable by the assessee direct. This 
provision covers, not only cases where the employer or the person paying 
“ interest on securities ” does not reside in British India, but also cases- 
where owing to an assessee’s salary being less than Rs, 2,000, income-tax 
ha«: not been deducted. 

o7. Deduction at source oj tax on “ salaries .” — The Act of 1918 pro- 
vided that where a payment was a non-recurring payment, the tax should 
be deducted at the rate appropriate to that particular sum as if it were 
the whole of the assessee’s income, and that where a payment was a re- 
curring payment, the tax should be deducted on the assumption that the 
total income of the assessee amounted to twelve times the recurring sum. 
As these provisions gave rise to a considerable amount of unnecessary 
trouble to assessees and their emploj'ers as well as to income-tax authori- 
ties. section 18 (2) of the Act now provides that deductions from salary 
shall be made at a rate which should approximate as closelj' as possible 
to the rate appropriate to the total assessable income of the assessee under 
the head “ salaries,” and it further empowers the person deducting in- 
come-tax from “ salaries ” to rectify, in subsequent deductions, mistakes 
made in previous deductions. Thus, if an employe’s regular monthly 
salary is Its. 500, the tax would be deducted by the emplo 3 ’’er at the rate 
appropriate to Its. 6,000. but if such an employe received a commission 
or bonus or arrears of pay or officiating allowance amounting to Bs. 5,000j 
the employer is empowered not onh" to make deductions in future at the 
rate appropriate to an income of Es. 11,000, but also to make up the defi- 
ciency in previous collections owing to the lower rate having been applied. 

The obligation to deduct income-tax under this head now applies tO' 
all employers. 

For the ppwer of an employer to allow abatements on account of insu- 
rance premia see paragraph 53. As regards private employers, it may 
be noted that it is open to them to make these allowances on account of 
insurance premia or not according as it may suit the convenience of them- 
selves and their employes as, if such rebate is not given when the tax is 
deducted at the source, it may be claimed by the emplo 3 'e in the following 
year either as a refund or a set-off against the amount due bt' him if he 
is assessed under section 23. 

As regards tlie meaning of the word “ salaries ” see paragraph 23. 

For the deduction from “ salaries ” of arrears of tax due see para- 
graph 87. 

58. Deduction at source of tax on “ interest on securities .” — (See 
paragraph 26.) The onlj' securities of the Government of India (other 
than income-tax free securities) from the interest on which income-tax 
is not deducted in advance are Treasury Bills. 

As the person paj'ing interest on securities has no information regard- 
ing the total income of the person to whom the pajmient is made, section 
18 (3) provides that deductions of income-tax from “ interest on securi- 
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►^ties ” shall be made at the maximum rate fixed by the Finance Act. 
'Where the total income of the person receiving the interest on securities 
•is less than the income to which the maximum rate applies, he is entitled, 
under the provisions of section 48 (<5), to claim a refund. In order to 
•simplify the procedure in connection with refunds, section 18 (9) makes it 
•obligatory upon the person deducting income-tax from the interest on secu- 
rities to issue to all security-holders a certificate in the form prescribed 
in rule 13 or 13A specifying the amount of tax deducted from the inter- 
rest and the rate at which it has been deducted. The form of certificate 
attached to rule 13 is suitable for Government securities only, while 
that attached to rule 13A provides for securities issued by local autho- 
rities and companies and covers the case of securities payable to bearer. 
It frequently’ happens, however, that security-holders hand over their 
-securities and bonds to their bankers for collection. In that event the 
•certificate given by the person deducting the income-tax from the secu- 
rity would be given to a bank for a whole block of securities. In such 
a case the Income-tax Ofiicer should accept a certificate from the bank 
;in the following form, and act upon it as if it were a certificate received 
•direct from the person deducting incorqe-tax from the security ; — 

We hereby certify that interest on the various securities specified on the back hereof 
was collected by us on behalf of ^ and that we xcccivcd 

^payment or were credited with the proceeds thereof (less income-tax as stated on the 
• other side) amounting to Its. 

Signature of Banker. 

Address. 

Date, 

To bo signed by the claimant, 

I hereby declare tliat the securities on which interest as above specified has been 
I received are my own property and wore in the possession of 
at the time when income-tax was deducted. 

Signature. 

Date. 

(iV.B. — The securities to be produced when required in support of any claim.) ** 


Revekse of form. 
Schedule of i<tcurities. 


The number and description oc securitie? to bo entered in 
consecutive order* 

1 Aggregate ajuount of 
intcreat. 






i 




A person who has other income liable to tax may, instead of claiming 
a 'refund, get the amount set off against the amount due from him in the 
assessment made on him nnder section 23 by filling up the form pre- 
^scribed in rule 19. d i 

The certificate under section 18 {9) must be taken by the Income-tax 
'Officer of the area in which the claimant or assessee is assessed or resides 
.(see. rule 39) as conclusive evidence of the payment of the tax, both where 







113 

a reftind is claimed in casli and wliere a set-ofE against tlie tax assessed 
on otlier income is claimed. 

While these arrangements will facilitate the making of reftmds, it 
is desirable that refunds should he avoided as far as possible. There 
are, for example, certain institutions, authorities and funds, the income 
of which is exempt from tax under the provisions of section 4 (5). Simi- 
larly there are persons whose assessable income is less than Es. 2,000 
and who are not, therefore, liable to tax. There are other cases where 
the Income-tax Officer may be satisfied that the income of a holder of 
securities while liable to tax is not likely to fluctuate so widely as to alter 
the rate appropriate to the total income. In such cases the Income-tax 
Officer may issue a certificate authorising the person paying the interest 
on Government securities to make no deduction of tax or to deduct tax at 
a lower rate than the maximum. Such a certificate might be in the 
following form : — 

Income-tax Office 

Dated ^192 . 


To 


I hereby authorise (1) 


to deduct income-tax at the rate of (2)^ ^pies in the rupee when paying 

the^ interest on the following securities to their present holder (3) 

This authorisation will remain in force until cancelled by me. 


Income-tax Officer, 

Description of securities. 

(1) Name and address of person paying the interest. (2) Rate of Income-tax sane* 
tioned. (3) Name of person receiving interest. 

Such certificates when issued should remain in force until they are 
cancelled and should not be required to he renewed anmially. 

Political Officers have been antborised to dispose of applications for 
refund of income-tax from residents of an Indian State who own securities 
whether of the Government of India, a local authority or a Company 
or hold shares in a Company in British India and are not and have 
never been assessed in British India, or bave never been formally declared 
not to be liable to income-tax in British India. The refund of tax in 
such cases will he made fpm the British Indian treasury under the 
control of the Political Officer concerned or where there is no treasury 
under the Political Officer, from the prescribed -British Indian treasury. 
In other cases, the officer in charge of the British Indian treasury in an 
Indian State or any other person paying the interest on securities should 
grant to residents in Indian States at the time of payment of interest, 

E 
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tlie certificate of deduction prescribed by Buie 13 of tbe Indian Income- 
tax Buies, 1922, for presentation to tbe Income-tax Officer concerned 
in British JEndia from wbom any refund of tax to Tvbicb tbe person re- 
ceiving tbe interest is entitled may be obtained. In order that tbe 
Political Officer maj’’ bnov wbetber tbe applicant is as a matter of fact 
&ssessed in British India or not or has been declared not to be liable to 
income-tax in British India, so that be may determine -wbetber be should 
deal with tbe application or not. Income-tax Officers in British India 
making assessments on residents in Indian States ,or declaring them 
not liable to tax, have been instructed to communicate to tbe Political 
Officer in tbe State concerned, tbe bare fact of assessment, or of tbe 
person concerned having been found not liable to tax vitbout any further 
particulars. Political Officers from tbe information thus received can 
compile an index, to vdiicb they can refer when an application for 
refund is received to ascertain whether tbe application is one that they 
should deal with or not. If tbe applicant’s name does not appear in 
tbe index, tbe Political Officer sboiild dispose of tbe case himself, but 
if bis name appears in tbe index, as an assessee or a person declared 
not to be liable, the Political Officer sboiild refer him to the Income- 
tax Officer who assessed him in British India. This procedure has no 
statutory force and has been introduced soielj' for tbe convenience of 
residents in Indian States who may apply for r-efund of Indian income- 
tax under section 48 of tbe Indian Income-tax Act, 1922. It is, how- 
ever, restricted to residents in Indian States who arc not and have 
never been assessed to income-tax in British India, or have never been 
formally declared not to be liable to income-tax in British India. Under 
rule 39 of tbe Indian Income-tax Buies, 1922, which is still in force, 
a resident in an Indian State who, for example, owns shares in several 
companies, with headquarters in different places, has to submit appli- 
cations tor refund of income-tax accompanied by a regular return of 
bis total income from all sources in British India to tbe Income-tax 
Officer at each such place, and it was therefore to meet tbe convenience 
of such residents in Indian States that this procedure has been promul- 
gated. If, however, any particular resident in an Indian State docs 
not propose to take advantage of this convenient procedure, be is at 
libertj’- to proceed under rule 39 of tbe Indian Income-tax Buies and 
to appty to tbe Income-tax Officer or Income-tax Officers concerned in 
British India for tbe refund of income-tax. In order to avoid tbe possi- 
bility of double refunds of income-tax being made — once by tbe Poli- 
tical Officer and a second time by tbe Income-tax Officer concerned, 
tbe Income-tax Officers should at once report to tbe Political Officer 
concerned all cases in which they have sanctioned refunds under rule 
39 of tbe Indian Income-tax Buies to residents in Indian States who 
are not and have never been assessed to income-tax in British India, 
or have never been formally declared not to be liable to income-tax in 
British India. Tbe following special instructions should be observed 
in dealing with these applications : — 

1. In tbe case of a promissoiy note, debenture, stock, or other security 
or shares in a company in British India, tbe owner of the security 
or shares claiming a refund shall present to tbe Political Officer: — 

(o) an application in Porm A, declaring truly therein his income 
from all sources in British India in the income-tax year 
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last preceding tliat in wliich. tlie interest is to be dra'wn, 
or in tbe case of dividends, tbe year in wMcli tkey -w^ere 
declared 'with, the declaration below the form duly signed, 
and 

(b) a statement in Porm B, showing the details of the securities 
or shares held by him. 

2. On receipt of the application and the statement the Political 
Officer may, after making such enquiries as he may deem necessary as to 
the total income of the applicant, issue a certificate of refund in Porm 
C in the case of securities and in Porm D in the case of shares, if he 
is satisfied that the applicant is liable to tax at less than 18 pies in 
the rupee. 

3. If the applicant hands over the certificate of refund to the person 
-empowered to pay the interest on the security, that person shall deduct 
from the interest due on such security only such sum as is the difference 
between the amount of tax chargeable at 18 pies in the rupee and the 
refund payable in accordance with the certificate of refund, and shall 
pay to the applicant the balance. 

4. (1) If no certificate of refund is presented at the time the interest 
■on the security of the Government of India is claimed, income-tax at 
18 pies in the rupee shall be deducted from the interest due and the 
Balance paid. 

(2) If a claim for refund is made within one year from the end of 
the year to which the claim relates, the person empowered to pay the 
interest shall, on production of the certificate of refund, pay or authorise 
payment in case of such refund as may be due. 

5. The Treasury Officer in charge of the Political treasury (or the 
prescribed treasury in British India if there is no British Indian treasury 
under the control of the Political Officer concerned) will pay the amount 
•of refund on account of dividends if the certificate of refund granted by, 
the Political Officer is presented to him. The claim for refund should 
he made within one year from the end of the year to which the claim 
relates. 

FORM A. 

Application for refund of Income-tax, 

I . . . . . 

do hereby state that my income from all sources in British India during the year 
ending on the 31st March 19 , amounted to Rs, 

•only as shown in the enclosed statement. 

I therefore pray for a refund of 
Bs. under ** Securities.*’ 


Signature 


I hereby declare that what is stated herein is correct. 

Signature 

Dated 19 . 


Notes, 

1. The application should be accompanied by a return of total income in the form 

P rescribed under section 22, unless the applicant has already made such a return to tbe 
ncome-tax Officer. 

2. Tbe application for a refund should be made to the Political Officer in whose 
political charge the applicant ordinarily resides. 

3. The application may be presented by the applicant in person or through a duly 
authorised agent or may be sent by post. 

e2 
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last preceding tliat in ■wliicli the interest is to be draiyn, 
or in the case of dividends, the year in which they were 
declared with the declaration below the form duly signed, 
and 

(b) a statement in Form B, showing the details of the securities 
or shares held by him. 

2. On receipt of the application and the statement the Political 
Officer may, after making such enquiries as he may deem necessary as to 
the total income of the applicant, issue a certificate' of refund in Form 
G in the case of securities and in Form D in the case of shares, if he 
is satisfied that the applicant is liable to tax at less than 18 pies in 
the rupee. 

3. If the applicant hands over the certificate of refund to the person 
empowered to pay the interest on the security, that person shall deduct 
from the interest due on such security only such sum as is the difference 
between the amount of tax chargeable at 18 pies in the rupee and the 
refund payable in accordance with the certificate of refund, and shall 
pay to the applicant the balance. 

4. (1) If no certificate of refund is presented at the time the interest 
•on the security of the Government of India is claimed, income-tax at 
18 pies in the rupee shall be deducted from the interest due and the 
balance paid. 

(2) If a claim for refund is made within one year from the end of 
the year to which the claim relates, the person empowered to pay the 
interest shall, on production of the certificate of refund, pay or authorise 
payment in case of such refund as may be due. 

5. The Treasury Officer in charge of the. Political treasury (or the 
prescribed treasury in British India if there is no British Indian treasury 
under the control of the Political Officer concerned) will pay the amount 
•of refund on account of dividends if the certificate of refund granted by 
the Political Officer is presented to him. The claim for refund should 
be made within one year from the end of the year to which the claim 
relates. 

FORM A. 

Application foT refund of Income-tax, 

I of ^ ^ 

do hereby state that my income from all sources in British India during the year 
ending on the 31st March 19 , amounted to Rs. 

only as shown in the enclosed statement. 

I therefore pray for a refund of 
Rs. under “ Securities.*’ 


Signature 

I hereby declare that what is stated herein is correct. 


Dated 


19 . 


Signature 


Notes, 

1. The application should be accompanied by a return of total income in the form 

? prescribed under section 22, unless the applicant has already made such a return to the 
ncomc-tax Officer. 

2. The application for a refund should be made to the Political 'Officer in whose 
political charge the applicant ordinarily resides. 

3. The application may be presented by the applicant in person or through a duly 
authorised agent or may be sent by post. 

e2 
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FORM B. 


Statement showing the detaiU of sccxiriiics ot shares. 


Description of security. 

Number. 

Date. 

1 

I Amount* 

} 


i 

1 

1 

1 



FORM C. 

Cebtificate of Refund. 

[For the year ending Slst March 19 .) 

I, , Political OfRccr, do hereby certify that the 

income of the o\vTicr of the securities specified below is liable 

to taxation at 18 pies in the rupee in respect of such securities but his income from all 
sources in British India including the interest on such securities being more than Rs. 

, and less than Rs. ^ ^ , he is entitled to a refund 

calculated at the rate of pics in the rupee. The net amount of income-tax 

to be deducted on the interest is to bo at the rate of pies in the rupee. 


Description of security. 

Number, 

i 

Date. 

Amount. 

1 

1 

1 


Bated this the day of 

19 . 

FORM D. 


Political Officer* 


CoiTIFlCATE OF REFUND. 

(For the year ending Slst March 19 .) 

I, , Political Officer, do hereby certify that the 

income of ^ ^ the owner of the shares specified below from all 

sources in British India including the dividends on such shares being more than Rs. 

, and less than Rs. , he is entitled to a refund 

calculated at the rate of pies in the rupee. 


Description of shares. 

Number. 

Date. 

1 Amount of 

dividend arrant. 



i 

1 

1 


Dated this the day of 

19 * 


Political Officer. 


Paragraph S9. — Deductions at so'iirce of tax on dividends declared hg 
Joint Stock Companies * — It often happens that the holders of shares ii> 
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Joint Stock Companies like tlie liolders of securities autkorise tkeir 
bankers to collect dividends on tbeir bebalf. VVben tbey do so, it is tbe 
practice of tbe persons distributing tbe dividends to issue certificates 
under section 20 in tbe name of a bank for tbe vbole block of shares beld 
by tbe bank on bebalf of its constituents so tbat it is not possible for an 
individual assesses for wbom dividends are collected by bis bankers to 
produce tbe' certificate required by rule 14. Tbe Income-tax Officer 
should ordinarily accept a certificate from a responsible officer of a bank 
in tbe following form and act upon it as if it were a certificate received 
direct from tbe person responsible for distributing dividends; — 

We hereby certify tbat dividends on tbe various shares specified 

below were collected by us on bebalf of and tbat we received 

pajnnent or were credited with tbe proceeds thereof amounting to 

Rs. ( 

Tlie dividends specified are covered by Certificates issued to tbe Bank 
under section 20 of tbe Income-tax Act 1922. 


Imperi.-vl Bank of India, Depositors’ Department, 

Calcutta 192 . 

Stiperintendent. 


Description of shares. 

Holding. 

Period. 

Date of 
receipt of 
dividends. 

Amount 

1 of 

! dividends. 

! 


1 

i 

1 

1 ' 

1 


To be signed by Claimant. 

I hereby declare tbat tbe shares on which dividends as above specified 
have been received are my own property, and were in tbe possession of 
tbe Imperial Bank of India, Calcutta, at tbe time when these dividends 
were realized. 

Signature 

Date 

N.B . — The safe custody receipt and the Bank’s pass book to be produced in support 
. of any claim. 

00. Certificate by a company to shareholders receiving dividends. 
{Section 20.) — Tbe profits of a company are charged to income-tax at tbe 
maximum rate irrespective of what tbe amount of tbe profits may be (se*e 
Finance Act), and tbe shareholder of a company is, under section 48 
{!) of tbe Act, entitled to claim a refund on proof to tbe Income-tax 
Officer that tbe maximum rate of income-tax is greater than tbe rate 
applicable to bis “ total income.” In order to get such a refund, be 
must produce tbe certificate required by section 20 and prescribed in 
rule 14. Duplicates of certificates should be accepted if tbe claimant 
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satisfies tlie Income-tax Officer ^vlio lias to sanction tlie refund tliat tlie 
dividends in respect of the tax on which the refund is claimed had 
actually been paid to the claimant, and if the Income-tax Officer has no 
reason to believe that a refund has already been granted in respect of the 
same dividends. As in the case of the certificate regarding tax deducted 
from interest on securities mentioned in paragraph 58, where a share- 
holder in a company is assessed to income-tax on account of income in his 
own hands, he may, instead of claiming a refund, ask that any rebate to 
which he is entitled should be set off against the tax which he is personally 
liable to pay, and the form of return of income for individuals prescribed 
in rule 19 permits of this set-off. 

The form of the certificate prescribed in rule 14 differs from the form 
of the certificate prescribed in rule 13 for income-tax deducted from 
interest on securities in that it simply contains a statement that income- 
tax has been or will be duly paid by the compan}’' and that the dividends 
was declared on a certain date. It contains no .'Jtatement as to the rate 
at which tax has been or will be levied or as to the amount of tax paid 
or to be paid. The reason for this is that in many cases it is impossible 
to state at what rate tax has been or will be levied on the particular pro- 
fits out of which dividends are paid. The dividends of a company may 
be distributed from profits made during the course of a financial or com- 
mercial year before the rate of tax is Imowu, or may be distributed from 
reserves maintained for the equalisation of dividends and composed of 
profits earned in previous years. It should, therefore, be assumed by 
Income-tax Officers in connection with these particular certificates that 
tax has been levied in respect of the dividends at the rate ctirrent on the 
date on which the dividends were declared since this is the rate to be 
taken into account in dealing with a claim for a refund under section 
48 (7). 

The form of certificate also provides for cases such as that of the 
tea companies which do not pay income-tax on their entire profits and 
gains distributed as dividends or that of a company such as indigo 
company the profits of which are altogether exempt from the payment 
of income-tax. 

The amount of income-tax so assumed to be payable by the company 
in respect of the dividend declared has, under the provisions of section 
16 (2), to be added to the net dividend received in calculating the total 
income of the individual shareholder. 

The following instructions may with advantage be followed by peisons 
granting certificates prescribed by section 20 of the Act: — 

(1) _ The statutory form of certificate of deduction of income-tax 
prescribed by rule 14 of the Indian Income-tax Rules should invariably 
be used. 

(2) Either (c) the certificate should be printed on the same sheet of 
paper as the actual warrant with a line of perforation to permit of its 
being detached, or (h) the dividend warrants should be machine numbered, 
while every certificate relating to a particular dividend should be given 
the same number as the corresponding warrant. There are cases in which 
Banks collect dividends on behalf of their constituents and companies 
send the banks consolidated dividend warrants in payment of all the 
dividends due in respect of the block of shares for which the bank is 





119 ' 


acting, and at tie same time send separate eei’tificates for tie slare- 
lolders by •^vlom tie shares are owned. In sucl a case if certificates are 
issued to a BanJf for say twenty constituents, relating to dividend 
warrant ITo. 1, tie certificates should he numbered by land 1/1, 1/2, 
1/S to 1/20. 

(3) Tie practice adopted by certain companies of either attaching red 
slips to the certificates drawing the attention of recipients to the need 
for their careful preservation for a year or two or of printing this caution 
in red ink on the face of the certificate may be generally followed. 

(4) A note should be printed on the certificate to the effect that 
. shareholders may claim refund of tax under section 48 (1) of the Act in 

respect of their dividends if their personal rate of tax is less than the 
maximum rate. 

61. Annual return of employes. [Section 21 .) — ^Tinder section 21 
read with rules 16, 16 and 17 a return in the form prescribed in rule 17 
must be made of all employes deriving an income of Rs. 2,000 per annum 
or over, by the Government officers mentioned in rule 15, by every private 
employer and by, in the case of local authorities, companies or other 
public bodies or associations, the “ principal officer ” (see paragraph 6) 
“ or the prescribed person.” The provision that in the last mentioned 
case the retxun is to be made either by the principal officer or “ the pres- 
cribed person ” is designed to avoid difficulties experienced particularly 
in the case of companies, owing to the provision of the Act of 1918 which 
required that the retui’n should alwaj'^s be made by the “ principal 
officer.” Where a company, for example, has got several places of 
business, it may be more convenient for the company that the returns 
under this section should be made not by the principal officer at the head- 
quarters of the company but by officers at different branches, since this 
particular return has as a rule to be made to the local Income-tax Officer, 
i.e., to the Income-tax Officer of the place where the employes happen 
to reside. The liability for making this return remains under section 21 
with the principal officer unless another person is prescribed in the case 
of particular companies. Such a person must bfe prescribed by means 
of a rule made by the Central Board of Revenue [see section 2 [10) and 
section 59 [2) (e)]. The object of the return is to enable Income-tax 
Officers to see that the tax has been deducted at the source under sec- 
tion 18 [2), to arrange for adjustments where the collections at the 
source have not been made correctly and to assess “ salaried ” persons 
under section 23, whether the tax has been collected at the source or 
not, where the salaried persons have other income than “ salary.” 

This section prescribes that the return must be delivered to the Income- 
tax Officer but does not state to what particular Income-tax Officer the 
return should be made. Everj^ Income-tax Officer has, under the pro- 
visions of section 64 (4), all powers conferred by or under the Act on an 
Income-tax Officer in respect of any income accruing or arising or received 
within the area for which he is appointed, irrespective of whether the 
particular income is assessed by him or not. In most cases it is con- 
venient that this return should be made to the Income-tax Officer of the 
area in which the employes reside, but in some cases it may be more 
convenient that the return should be made to the Income-tax Officer of 
the area in which the headquarters of a wide spread business is situated. 
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It is for the Income-tax Commissioner in each doubtful case to decide to 
what particular Income-tax Officer this return should be sent. 

The return prescribed under this section is the return of all employes 
who during the period of 12 months ending 31st March last were in 
receipt of salary of not less than the prescribed amount of Rs. 2,000, and 
the return must be furnished to the Income-tax Officer in the proper form 
before the 1st of May. The obligation to malce this return is a statutory 
one and no preliminary notice or request from the Income-tax Officer is 
required. Failure to furnish this return is punishable under section 51 (c) 
of the Act. 

62. Return of income by companies. ^Section 22 — The return . 

of the total income of a company must be furnished to the Income-tax 
Officer before the 15th day of June in each year in the_ form prescribed 
in rule 18, which also contains the form of the verification of such 
return. The obligation to make this return is a statutory obligation 
upon the “ principal officer ” (see paragraph 6) of the company, and it 
is not necessary that the Income-tax Officer should send any preliminary 
notice or request to the company or the principal officer concerned. 
Failure to furnish this return is punishable under section 51 (c) of the 
Act. 

63. Return of income by persons other than companies. \^Section 22 
(2).] — The form of return of total income of individuals, firms or Hindu 
undivided families is prescribed in rule 19 whicli also prescribes the form 
of the verification of such return. In this case no statutoiy obligation 
rests upon the individual, firm or Hindu undivided family to make such 
a return until a notice has first been served by the Income-tax Officer 
requiring such a return. The notice must allow a period of 30 days for 
the furnishing of the return. If, however, on receipt of such notice, 
the return is not furnished witliin due time, such failure to make a return 
is punishable under section 51 (cl of the Act. 

64. Consequences of failure to furnish a return of income. — ^Where a 
return is not furnished in due time, whether it be a statutoiy return which 
companies are required to furnish by the 15th of June under section 22 
(I), or whether it be the return which other persons are required to 
furnish under section 22 (2) on' receipt of a notice from the ^Income-tax 
Officer calling upon them to do so, the person failing to make the return is 
not only liable to be prosecuted under section 51 (c) but no appeal lies 
under the proviso to section 30 (I) of the Act against any assessment 
made by the Income-tax Officer upon the company or other person failing 
to make a return. 

Failure to make a return, therefore, deprives the person at fault of 
any remedy whatsoever against the assessment subsequently made, except 
the remedy specified in section 27. Under that section a person failing 
to make a return may within one month after the receipt of a notice 
of demand of the tax apply to the Income-tax Officer, and if he satisfies 
him that he was prevented by sufficient cause from making the return, the 
Income-tax Officer shall cancel the assessment and proceed with the case 
de novo. Should the Income-tax Officer refuse to re-open the case under 
section 27, the assespee may appeal under section 30 to the Assistant 
Commissioner, but if the Income-tax Officer does re-open the case, 
whether of his own accord on an application under section 27 or under the 
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orders of tlie Assistant Commissioner under section 31 on ^ an appeal, 
and tlie assessee fails again to make a return, tke same provisions apply 
and no appeal lies against the assessment. Section 22 (2) makes it 
ohligatory upon tlie Income-tax Officer to call for returns from all 
assessees, and as tke success of tke administration of tlie Act is largely 
dependant upon assessees making returns of tkeir income, every effort 
sliould lie made to get every assessee to file a return. At tlie same time 
it is desirable tbat, "witb due regard to tbe fiscal interests of tbe Govern- 
ment, all income-tax officials should administer tbe Act in a sympathetic 
spirit, and in particular should give assistance to assessees if they find 
any difficulty in filling up their returns. 

Sub-section {S) of section 22 is a new provision the effect of which is 
that where a person has not furnished a return in due time or having 
furnished a return discovers any omission or wrong statement therein, 
he may furnish a return or a revised return before the order of assess- 
ment is passed so that where such a return or revised return has been 
made the assessee may not be prosecuted for failing to submit a return in 
due time under section 51 (c) and may not be penalised under section 28 
for making a wrong statement in the original return. 

65. Conscq^lence of false returns. — A person who makes a false return 
under section 22 is liable to be punished under the provisions of section 
177 or section 182 of the Indian Penal Code which run as follows : — 

'177- Whoever, being legally bound to furnish information on any subject to any 
public servant, as such, furnishes, as true, information on the subject which he knows 
or has reason to believe to be false, shall bo punished with simple imprisonment for a 
term which may extend to six months, or with tine which may extend to one thousand 
rupees, or with both. * * 

“182. W^hoever gives to any public servant any information which he knows or 
believes to be false, intending thereby to cause, or knowing it to be likely that he will 
thereby cause such public servant — 

(a) to do or omit anything which such public servant ought not to do or omit if 
the true state of facts respecting which such information is given were known 
by him, or 

(Zf) to use the lawful power of such public servant to the injur}^ or annoyance of 
any person * 

shall be punished with imprisonment of either description for a term which may extend 
to six months or with fine which may extend to one thousand rupees, or with both.*’ 

Tbe returns under section 22 must be “ verified in tbe prescribed 
manner ” and under section 52 of tbe Act a false statement in any sucb 
verification is an offence punishable under section 177 of tbe Indian Penal 
Code. 

Apart from these legal penalties, under section 28 of tbe Act if tbe 
Income-tax Officer, tbe Assistant Commissioner or tbe Commissioner is 
satisfied tbat an assessee bas concealed tbe particulars of bis income or 
bas deliberately furnisbed inaccurate particulars of sucb income and bas 
thereby returned it below tbe real amount, be may direct tbat tbe assessee 
shall pay a penalty not exceeding tbe amount of tbe tax which would 
have been avoided if tbe return bad been accepted as correct. Tbe 
second proviso to section 28 (7), however, . provides tbat where a penal 
assessment under tbat section is imposed by tbe revenue authorities, no 
criminal prosecution for an offence shall be instituted on tbe same facts. 
It is obviously not desirable tbat there ^ould be room for a possible con- 
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flict between the revenue and judicial authorities, and it is also unreason- 
able that a double punishment should be provided for. 

A criminal prosecution cannot, under section 53 (1) of the Act, be 
instituted except at the instance of an Assistant Commissioner. In most 
cases action under section 28 will be effective althouj^h in more serious 
cases a prosecution might be launched. 

66. Production of accounts. [Section 22 (^?).'] — ^Tinder sub-section (4) 
of section 22 the Income-tax Ofldcer is empowered to call upon any person 
liable to make a return to produce such accounts or documents as he may 
require. The production of accounts may be called for whether a retnrn 
has or has not been made. As stated in paragraph 64, it is always desir- 
able in the interests both of the assessees and of the Government that 
Income-tax Officers should obtain a return of income before they make 
an assessment. If, however, such returns are not forthcoming, they 
should, so far as possible, obtain the accounts of the assessee. Again, 
if a return is made the Income-tax Officer has power to call for accounts 
wherever he considers it necessary for the pui’pose of testing the accuracy 
of the return. It is, however, desirable that the least possible incon- 
venience should be given to assessees by the detention of their accounts 
by Income-tax Officers, and Income-tax Commissioners should take steps 
to see that accounts are not detained for any undue time or for any un- 
necessary purpose. Steps should be taken to secure that the services of 
competent and reliable Accountants where employed by assessees should 
be utilised to the fullest extent by the Income-tax Officers. The latter 
from their experience should soon know what particular Auditors can 
be relied upon to give accurate figures. Where a statement of profit 
and loss filed by an assessee has been certified as correct and complete by 
such an Accountant, the Income-tax Officers should, unless he sees reason 
to the contraiy, accept the statement as correct and complete with 
regard to the facts mentioned in it, although he will frequent!}'’ have to 
call for details showing how various figures are made up. But in such 
cases the Accountant himself when authorised by the assessee to appear 
on his behalf should be asked to supply the details. Income-tax Commis- 
sioners should take steps to secure ’that the services of such Accountants 
are fully availed of. 

The proviso to sub-section (4) of section 22 prevents any Income-tax 
Officer from calling upon an assessee to produce books of account going 
back for a period of more than three years prior to the “ accounting 
period.” This limitation applies merely to books of account; it does not 
apply to documents. No limitation is placed by the Act upon the power 
of the Income-tax Officer to call for documents of any date. 

Neglect to furnish accounts or documents asked for by the Income- 
tax Officer under section 22 (4) is punishable under section 51 (d) and, 
further, under the provisions of section 23 (4) read with section 30 (1), 
any person who fails to comply with the requisition of the Income-tax 
Officer for the production of accounts or documents may not appeal under 
section 30 against the assessment made whether he has made a return or 
not. He is in exactly the same position as a person who did not make a 
return in the first instance, his only remedy being that described in 
paragraph 64 (i.e., under section 27). 
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67. Evidence in assessment proceedings other than returns and ac- 
counts of assessee . — In addition to ]iis general power to call for accounts, 
tLe Income-tax OfBicer wliere lie believes tbat a return made under sec- 
tion 22 (2) is incorrect or incomplete, lias power to call upon an assessee to 
attend or to produce or cause to be produced evidence of tbe correctness 
of bis return. If an assessee fails wben required by an order under 
• section 23_ (2) to attend or to produce evidence in support of bis return, 
be is not liable to any penalty under section 51, but failure to comply witb 
sucb orders bas tbe result of placing tbe assessee in exactly tbe same posi- 
tion as a person wbo failed originally to make a return [see section 23 
{d)'], tbat is, be may not appeal against tbe order of assessment or take 
any action other tban action under section 27 as described in para- 
graph 64. 

Under section 23 (.3), tbe Income-tax Officer is empowered to utilise 
any evidence bearing on tbe assessment which be may obtain of bis own 
motion, while under sections 37 and 38, be can enforce tbe attendance of 
any person for this purpose and compel tbe production of tbe information 
tbat be requires. 

Tbe following special instructions should be observed in calling for 
information from railway administrations : — 

(i) Tbe information must be relevant to an individual assessment. 
Income-tax Officers should not, for instance, ask for a com- 
plete statement of all consignments to or from a particular 
station. 

{ii) Tbe demand for information must be couched in definite 
terms. Tor instance it must state whether tbe particulars 
, are required witb regard to outgoing or incoming consign- 
ments and name tbe stations witb regard to which tbe in- 
formation should be collected. 

{Hi) Tbe requisition for information should always be sent to tbe 
Agent of tbe Railway administration concerned. 

Section 37 gives power to call for railway books. 

A company should not be required to furnish tbe Income-tax Officer 
witb a return of tbe persons (witb their addresses) for tbe time being 
appearing on tbe share register of tbe company and tbe amounts of tbe 
dividends paid or payable to sucb persons' during any particular period. 
'Such a duty would be burdensome to tbe company witb no corresponding 
advantage to tbe administration. It is for this reason tbat in section 39 
of tbe Act provision is made tbat tbe share register, tbe register of deben- 
ture holders and of mortgagees of any company are open to tbe inspection 
of tbe income-tax authorities, wbo may ,also take copies or cause copies 
to be taken of any entries in sucb registers. Since the power to inspect, 
and take copies of sucb (register is specifically conferred by section 39, no 
income-tax authorities utilising these special powers can be called upon 
to pay any fee for inspection or copies under the Companies Act. 

Tbe Bill as originally framed contained a provision empowering an 
Income-tax Officer to require information to be given regarding specific 
payments shown in tbe accounts of an assessee where there is reason to 
believe that sucb payments will become liable to tax in tbe bands of tbe 
recipients. This particular provision was omitted by the Select Com- 
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mittee on tlie Bill as teing entirely nnnecessaiy because Income-tax 
Officers Have ample powers to disallow any payment shown in the accounts 
of an assessee where proof of the payment is not forthcoming. 

Section 37 also provides for the issue of commissions. The scale of 
diet money and travelling expenses for witnesses summoned under this 
section should he that prescribed for attendance in civil courts in the 
Province concerned. 

68. Personal attendance of assessee. — ^While_ section 23 (2) empowers 
the Income-tax Officer to require a person making a return to attend at 
his office, under the provisions of section 61 any person required or en- 
titled to attend before any income-tax authority may either attend in 
person or be represented by a person duly authorised by him in writing. 
The penalty to which an assessee who failed to attend when required to 
do so by an Income-tax Officer was liable under the Act of 1918, has been 
omitted from section 51 of the present Act. While there is no obligation 
on an assessee to attend in person at any stage of the assessment proceed- 
ings or before any income-tax authority in connection with any proceed- 
ings under the Act, and while he may be represented at any such 
proceedings by any person he pleases to authorise in writing, failure to 
attend or to be so represented has the resxilt that the assessee loses any 
right of appeal against the assessment. 

It should, however, be particularly noted that the provisions of sec- 
tion 61 merely refer to attendance. Returns and verifications required 
under the Acft must be signed by the assessee himself, and section 61 does 
not apply to such cases. 

It is desirable that tax-payers should be allowed to use whatever 
agency they please for the purpose of representing their case ; and what- 
ever person they authorise to represent them whether he be an employe, 
an accountant or any other person, has presumably been selected by them 
as the person having the best knowledge of their accounts and financial 
position, and such person is entitled to appear before any income-tax 
authority and to give explanations and produce evidence regarding any 
points of doubt that may arise. 

69. Set-off of loss under one head of income against income under 

another head. — ^Tinder the, Act of 1918 it was the aggregate amount 
chargeable under each of the separate heads mentioned in sections 7 to 
12 of the Act that determined the total and taxable income of an assessee, 
so that when a person carried on a trade or profession and also had an in- 
come from house-property, if he had actually incurred a loss from the trade 
or profession, the figure adopted under that head in arriving at the aggre- 
gate amount of the income chargeable to tax was nil and not a minus 
sum. Under the provisions of section 24 of the Act a loss under one head 
of income may now be charged against profits under another in the same 
year. _ ' ^ 

Sub-secion (2) of section 24 only applies specifically to the case of 
a registered firm but the Madras High Court has held that under the 
provisions of section 24 (7) a partner in an unregistered firm is entitled 
to set-ofE his share of the net loss incurred by the firm in the same 
circumstances and to exactly the same extent as a partner in a registered 
firm. It has been decided to accept that decision. The result is as 
follows. A firm owning property or having income from a business and 
being in receipt of interest on securities would, under the provisions of 
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sulb-section {1), be entitled to set-off a loss from tbe business against its 
income chargeable in respect of interest on securities under' section 8 or 
property under section 9. But it might happen that a firm might incur 
a net loss, in which case it would not be liable to tax. Sub-section (2) 
specifically provides for such a case. 

Illustration. — A firm has property the annual value of which is 
Us, 2,000, has income from interest on securities amounting to Rs. 1,000 
iand ca.rries on a business from which it incurs in one year a loss of 
Rs. 10,000. The firm is entitled under the provisions of sub-section (1) 
of section 24 to set off the loss from business against the annual value 
of the property and the interest on securities, and its total income would 
be minus Rs. 7,000. A who is a partner in the firm having a share of 
one-half in the profits thereof, has other personal income of Rs. 6,000 
from interest on securities. He is entitled xmder the provisions of sub- 
section (2) to set off his share of the net loss from the firm {uiz., Rs. 3,50(5) 
against this personal income and would be assessed on a total income 
of Rs. 2,500. 

Where an individual is a partner in two separate firms of which one 
is registered and the other unregistered and has no separate personal 
income, he should be allowed, in dealing with any application for refund^ 
under section 48, to set off his share of any net loss incurred by the un- 
registered firm against his share of the profits of the registered firm. 
For example, ' A ’■ having a half share in an unregistered firm, which 
incurred a net loss of Rs. 2,000 in one year, had in the same year no 
personal income liable to assessment to income-tax in his own hands, but 
had a similar share in another registered firm which had made a net 
profit of Rs. 10,000. Such cases will be rare and should be dealt with 
on the basis of real income, ^.e., in the case above quoted ‘ A ’ should 
get a refund so adjusted that he shall suffer finally tax of 5 pies in the 
rupee on his real income of Rs. 5,000 minus Rs. 1,000, i.e., Rs. 4,000. 
The same principle would apply if both firms were registered. Wh-erQ 
the situation is reversed that is where the registered firm makes a loss 
and the unregistered firm a profit obviously no relief can be given. Hor 
can an unregistered firm claim to set off losses of the individual partners 
against the income of the firm. But a partner in a registered firm 
should be allowed to set off loss incurred in his individual capacity 
against his income as partner in dealing with any application under 
section 48. 

Similarly if ‘ A ’ has a loss of Rs. 1,000 in business, an income of 
Rs. 1,000 from interest on securities and an income of Rs. 3,000 from 
dividends, he should be allowed to set off his loss of Rs. 1,000 against 
his income of Rs. 4,000 and should be taxed on the balance of Rs. 3,000. 

In the same way, if A borrows money to buy securities or shares 
and the interest on the loan exceeds the interest or dividend that he 
receives, he is entitled to set off the excess of the interest paid over the 
interest or dividend received against any other taxable income. (See 

I’- 26.) 

From the point of view of equity it is obviously reasonable to allow' 
a set-off in these cases; from the legal point of view it is incorrect tp 
argue that section 24 (1) is inapplicable to such cases on the ground tHat 
income from dividends or income derived from a firm is not (from the 
point of view of the shareholder or partner) income falling under any 
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of tlie teads mentioned in section 6 — Section 24 (1). Obviously sncb 
income must fall under one of these heads, otherwise (a) it could not 
be included in the total income of the shareholder or partner; but it is 
So included — section 10 ; and (h) the shareholder or .partner could in no 
circumstances be assessed individually on such income, but under 
section 14 (2) he is assessable on such income if it so happens that the 
company or firm has not been assessed. Consequentlj’’ such income^ from 
dividends or from a firm must fall under one of the heads in section 6. 
Income from dividends should evidently be regarded in the hands of 
the shareholder as income from “ Other sources,” while income from 
a firm should be regarded in the hands of the partner as income from 
“ Business.” On the other hand the partner or shareholder is not an 
“ assessee ” in respect of such income unless the firm or company has 
not been assessed. 

70. Neio h^ls^ness . — As stated in paragrajih 13, assessments under 
the Act are made on the profits of the “ previous year.” \Vlien a new 
business is started, therefore, no assessment will, as a rule, be made in 
the first year, and the assessment in the second year will be made on the 
profits of the pi’eceding j’^ear. The only exception is that referred to 
in the next paragraph. 

71. Businesses closing doion . — The only exception to the general rule 
that assessments are made on the profits of the previous year is contained 
in section 25 (7) where, in order to guard against a possible loss of revenue 
owing to delay in making assessments on the profits of businesses, profes- 
sions or vocations that close down during the course of a financial or 
commercial year, it is provided that in such cases in addition to the 
assessment on the income of the preceding year a further assessment may 
be made in the year in which a business, profession or vocation is closed 
down, on the income of that year. Sub-section (2) of that section imposes 
a statutory obligation on persons discontiiuiing a business, profession or 
vocation to give notice of such discontinuance wdthin 15 days of the dis- 
continuance. 

It is to be noted that these provisions apply only to businesses, pro- 
fessions or vocations, that is to say, to profits or gains taxable xxnder 
sections 10 and 11, and further, that they only apply to any business, 
profession or vocation on which income-tax was not at any time charged 
under the provisions of the Indian Income-tax Act, 1918. They do 
not apply to any business, profession or vocation on which income-tax 
had been charged under the provisions of that Act, as these are subject 
to the special provisions of section 25 (3) which are described below. 

The power to make this additional assessment under section 25 (7) is 
a discretionary power which may be exercised whether the business, etc., 
is a purely temporary business commencing and closing down in the same 
year, or whether it is a business that has been in existence and has been 
previously taxed under the present Act. It should only be used in cases 
where there is reason to anticipate that the tax may not be collected un- 
less the assessment is made in the year in which the business, etc., closes 
down. Where there is reason to believe that there will be no difficulty 
in making the assessment and collecting the tax in the usual manner, 
that is, in the year after the business closes down and on the profits of the 
year in which it did close down, there is no need to use the special powers 
conferred by this sub-section. 
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The profits to be taxed under the provisions of sections 25 (7) are the 
profits accruing between tbe end of the last “ previous year ’’ of which 
the profits have been taxed and the date of the discontinuance of the 
business. Further, the rate to be applied in taxing the discontinued 
business* under sub-section (7) is the rate in foi’ce in the year in which 
the assessment is made. 


Where a business, profession or vocation had tax charged on it 
under the provisions of the Income-tax Act of 1918, the provisions of 
sub-section (7) to section 25 cannot be brought into use for the assess- 
ment of any such business. On the .contrary for reasons given in para. 
13, it is, under the provisions of sub-section {3) of section 25, not liable 
to tax in respect of profits or gains for the period between the end of 
the last “ previous year ” and the date of discontinuance, but is en- 
titled to substitute the profits of that period for the profits of the 
last previous year.” For example, in the case of a business whose 
“ 'previous year ” ends on 31st March, if it close down on March 31st, 
1923, its assessment for 1922-23 will be on the profits for the year 
ending 31st March 1922, or at its option, on the profits of its year 
ending 31st March 1923. If such a concern closed down on 30th April, 
1922, it would still be assessed in the year in which it closed down, 
but the assessment would be on the year’s profits to 31st March 1922, 
or at its option on the profits of the month of April 1922. If, however, 
the concern’s “ business year ” ends on 30th April and it closes down 
on 30th September 1922, its assessment in the year 1922-23 would be 
on the profits of its year to 30th April 1921 or at its option on its profits 
from 1st May 1921 to 30th September 1922. This special provision 
applies only to a business, profession or vocation on which tax was charg- 
ed under the Act of 1918, and when a claim for this concession is made. 


it must be supported by proof that tax had been charged under the Act of 
1918 in respect of that very business, profession or vocation. 

N.B. — T/ie provisions of section 25 apply to the complete stoppage or 
discontinuance of a business, profession or vocation and do not apply to 
any change in the- proprietorship. Where there is any change in the 
proprietorship merely, the provisions of section 26 apply (see paragraph 
72). 

Where a business, profession or vocation is completely discontinued 
and is not merely transferred from one proprietor or set of proprietors to 
another, the person who carried on the discontinued business is respon- 
sible for the payment of the tax, and where the proprietorship was 
vested in a firm, section 44 specifically provides that the persons who 
were members of the firm on tlie date of such discontinuance, are jointly 
and severally liable to any tax due from the firm. 

72. Change in the ownership of a business, profession, or vocation . — 
Difficulties were experienced under the previous Acts regarding the distri- 
bution of the tax in cases where there has been a change in the proprietor- 
ship of a business, profession or vocation. Dnder the provisions of 
section 26 the liability for the tax based on the income of the “ previous 
year ” attaches in such cases to the business, profession or vocation it- 
self, and the new owners are liable for the tax even though they were not 
owners for the whole of the time during which the profits on which the 
assessment is based, were earned. This applies whether the business, 
profession or vocation is owned by a single individual or by partners or by ^ 
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a company (tlie word “ person ” includes a company under the provisions/ 
of section 3 (39) of the General Clauses Act). If an individual therefore 
has succeeded by purchase or otherwise to another individual in the owner-j 
ship of a business, etc., he is, under the provisions of this section, deemed! 
both for the purposes of income-tax and super-tax to have received the’ 
profits on which the .assessment is based. The same remarks apply to 
cases where a company buys up another company or purchases a concern'j 
from a firm or an individual or where there is a change in the constitution* 
of a firm. For example, if A happens to be a member of a firm when an 
assessment is made in the year 1922-23, even if A has newlj’- succeeded to 
the partnership just before the assessment is made, be is deemed both for 
the purposes of income-tax and super-tax to have received out of the 
profits of the year 1921-22 (which are tbe profits assessable in the year 
1922-23) tbe share to which he wmuld have been entitled had his share in 
the registered firm been the same as it was in 1922-23 when the assess- 
ment was made. 

73. Orders of assessment. — ^When an assessment order has been passed 
under section 23, any assessee who applies to the Income-tax Officer for 
a copy of the order must be supplied by the Income-tax Officer with a copy 
free of charge. 

74. Notice of demand . — The notice of demand referred to in section 
29 and prescribed in rule 20 draws a clear distinction between the cases 
where an appeal lies against an assessment and where an appeal does 
not lie, and shows the appropriate remedy to an aggrieved assessee in 
either case. These notices of demand should, so far as possible, con- 
tain the demand both on account of income-tax and super-tax, and since 
the total income has to be ascertained in eveiy assessment for income-tax 
in order to determine the rate at which income-tax shall be payable on 
any income for which the assessee is responsible for direct payment, and 
as it is on the same total income that super-tax is leviable, it is desirable 
that, so far as possible, in the interests of economy and convenience to 
assessees, the assessment both of income-tax and super-tax should be made 
simultaneously. 

75. Appeals to Assistant Commissioner. — The cases in which an appeal 
may lie to an Assistant Commissioner against the orders of an Income-tax 
Officer are specified in detail in section 30. As stated in paragraph 64, 
it is necessary that every effort should be made to get taxpayers to file 
returns of income and the restrictions on appeals contained in the pro- 
viso to section 30 (1), which definitely forbid the entertainment of any 
appeal against an assessment where the Income-tax Officer has been com- 
pelled to make the assessment under section 23 (4) [i.e., in cases where 
an assessee has failed to make a return or has failed to produce his accounts 
when called for or has failed to produce any proof of the accuracy of his 
returns], should be rigidly adhered to. Under no circumstances mOy any 
appeal be entertained in those cases. 

Section 30 now allows appeals to the Assistant Commissioner against 
the refusal of an Income-tax Officer to re-open a case under section 27 
and also against the orders of an Income-tax Officer imposing a penalty 
under section 25 (2) or section 28. 

The form in which an appeal must be presented to the Assistant Com- 
missioner is specified in rule 21 and that form must also be verified in 
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tte metliod prescribed in tbe same rule. Any false statement in tbe said 
verification is punishable under section 52. 

76. Poioers of Assistant Commissioner in dealing with appeals. (Sec- 
tion 31.) — Tbe provisions of this section have been re-worded in order 
to make it clear that tbe Assistant Commissioner in entertaining an appeal 
bas power to remand a case to tbe Income-tax Officer for report or dis- 
posal on its merits and also tbat tbe Assistant Commissioner is not re- 
quired to pass orders on tbe actual date of bearing, but may pass orders 
after tbe last day of bearing. 

An Assistant Commissioner in dealing witb an appeal may enhance 
tbe assessment made by tbe Income-tax Officer, but under tbe proviso to 
sub-section (3) be must first give tbe appellant a reasonable opportunity 
of showing cause against tbe enhancement. The appellant in such a 
case may under section 32, appekl to tbe Commissioner against tbe order 
of enhancement. 

77. Appeals to Commissioner. — ^No second appeal lies from orders 
passed by an Income-tax Officer. One appeal is allowed to tbe Assistant 
Commissioner under section 31. Tbe only cases in which an appeal may 
be made to tbe Commissioner are against special orders passed by an 
Assistant Commissioner himself, viz., an order imposing a penalty under 
section 28 or an order enhancing an assessment in tbe course of an appeal. 
ISo appeal lies to tbe Commissioner in any other case. 

78. Power of reviexo . — Under section 33 tbe Commissioner bas power 
to review any proceedings whatsoever taken by subordinate officers. 
Under tbe Act of 1918 bis powers Avere limited to assessment proceedings 
but be may now review any proceedings including orders imposing 
penalties and orders in connection witb refunds or recovery of demands. 
Uo restriction bas been placed by tbe Act upon tbe power of tbe 
Commissioner to review the proceedings of subordinate authorities. 
Sections 34, 35, and 50 definitely restrict tbe period within which 
subordinate authorities may themselves re-open cases. It seems 
desirable tbat a similar limitation should, in practice, be observed by 
Commissioners of Income-tax in exercise of their powers under section 
33. Income-tax Commissioners should, therefore, not exercise their 
powers of review in any case where more than a year bas elapsed since tbe 
passing of tbe last order by tbe subordinate authority. 

Tbe Commissioner in exercise of bis powers of review need not neces- 
sarily in each case make a personal enquiry but may cause an enquiry 
to be made by a subordinate officer. 

Tbe power conferred by this section on a Commissioner can only be 
exercised once in any particular case. A Commissioner who bas once 
passed an order in connection witb any case under section 33 cannot 
review tbat order even if be subsequently finds tbat be bas made a mistake 
in passing such order. 

79. Assessment of income which has escaped assessment in previous 
years. — ^Under tbe provisions of section 34 where income chargeable to 
income-tax bas escaped assessment in any year or bas been assessed at 
too low a rate, tbe Income-tax Officer may commence proceedings .at any 
time within one year from tbe end of the year in which tbe income so 
escaped assessment in order to get a full or proper assessment. All tbat 
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section 34 requires the Income-tax Officers to do within the statutory 
period of one year is to comvience proceedings for assessment. It is not 
necessary that the proceedings should be completed withip. that period. 

When income that escaped assessment or was assessed at -too low a 
rate is subsequently assessed or fully assessed, the proviso to section 34 
makes it clear that the rate applicable to such assessment or re-assessment 
is the rate in force at the time when the income should originally have 
been so assessed. 

80. Rectification of mistakes in assessments . — The power conferred 
upon an Income-tax Officer by section 35 to rectify a mistake, whether 
on his own motion or on the application of an assessee, is confined to the 
rectification of mistakes patent from the facts or documents which were be- 
fore the Income-tax Officer when he passed the original assessment order. 
This section does not confer on the Income-tax Officer a general power of 
review or authoidse any assessee to introduce any new facts in connection 
with the said assessment. An Income-tax Officer should not correct 
mistakes in cases that have been dealt with by the Assistant Commis- 
sioner on appeal or the Commissioner of Income-tax in review 'vyithoiit 
a reference to the Assistant Commissioner or the Commissioner of 
Income-tax as the case ma}’- be. If the Assistant Commissioner hr 
Commissioner of Income-tax becomes aware of any such mistake in a 
case dealt with on appeal or in review he should direct the Income- 
tax Officer to rectify it. 

81. Elimination of pies from, assessment . — Section 36 provides that 
in income-tax assessments or refunds fractions of an anna less than six pies 
shall be disregarded, and fractions of an anna equal to or exceeding six 
pies shall be regarded as one anna. This provision has been made for 
the purpose of eliminating fractions of an anna from the accounts. 

Income-tax Officers should also be instructed not to attempt to work 
out the Income-tax due on fractions of a rupee. Tractions of a rupee in 
income should be entirely diregarded. 

82. Fiduciaries . — In the case of trusts the Act does not permit of any 
double taxation, viz., once in the hands of a trustee and once in the hands 
of a beneficiary. Sections 40 and 41 of the Act which provide for the 
trustee in particular cases being liable for the tax in place of the benefi- 
ciary make it perfectly clear that it is only in cases covered by these sec- 
tions that a trustee can be required to pay the tax. 

83. Non-residents. Income other than from business . — Under section 
4 (2) tax is payable in respect of all income, profits or gains accruing 
or arising in British India or deemed under the provisions of the Act 
to accrue or arise or to be received in British India, whether the recipient 
resides in British India or not. There is little difficulty regarding in- 
come arising in British India and receivable by non-residents under the 
heads “ salaries ” “ interest on securities, 
earnings,” or “ other sources.” In cases 
securities ” and “ salaries ” income-tax is deducted at the source, and in 
the case of income under the other heads a non-resident is usually re- 
presented by an agent [section 42 (2)]. Uo difficulty has been experi- 
enced in determining whether income under any of those heads is 
taxable. 


” “ property,” “ professional 
of income from “ interest on 
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84. Non-residents. Income arising from business in India . — There 
is no precise definition in the Act which can he used as a test for deter- 
mining in every particular instance whether a non-resident is or is not 
carrying on business in British India and how the amount of taxable 
profits is to be arrived at. Section 42 of the Act contains special provi- 
sions regarding non-residents, and rules 33 to 35 prescribe the manner 
in which and the procedui'e by which the income, profits and gains may 
be arrived ^t in the case of non-residents. Instances are given below of 
the method to be adopted in dealing with typical cases : 

(1) Indian branches of non-resident firms are liable to assessment 
under the Act. In order to secure an accurate assessment in such cases, 
sections 22 {4) and 37 enable an Income-tax Officer to require the produc- 
tion of the balance sheet and profit and loss account of the firm as a whole 
in addition to that of the Indian branch, and also to require the sub- 
mission of a detailed statement of all the profits credited to the personal 
account of the head office on account of transactions carried out on its 
behalf. In some instances, however, the form adopted for the accounts 
and balance sheets of the head office or the Indian branch does not 
enable the share of profits properly due to the Indian branch to be 
accurately gauged, while there are certain firms which keep no accounts 
at all either at their head office abroad or at their branch offices 
in India. Buie 33 gives Income-tax Officers wide powers to deter- 
mine how the profits of the Indian branch shall in these cir- 
cumstances be calculated and enables them to fix as the income of the 
Indian branch for assessment purposes either a percentage of the turn- 
over of the business done by the branch or, where this procedure proves 
unsuitable, an amount which bears the same proportion to the total 
profits of the business as the Indian receipts bear to the total receipts 
of the business, or, where neither of the above methods proves suitable, 
any other more reliable method of calculation. In the case of shipping 
companies in particular the most suitable method of assessing the 
Indian branch is usually to calculate tax on the same proportion of the 
total profits of the company as the Indian receipts of the company (mean- 
ing thereby the sums received either in India or elsewhere on account of 
goods shipped or passengers carried from India) bear to its total receipts. 
In the special case of the Indian branches of non-resident insurance com- 
panies (life, marine, fire, accident, burglary, fidelity guarantee, etc)., it 
will probably be found both feasible and equitable to adopt the provisions 
of rule 35 and assess these branches on the proportion of the total profits of 
the companies corresponding to the proportion which their Indian premium 
income bears to their total premium income. 

(2) Indian firms allied to non-resident firms of which they are not 
technically either branches or agencies often succeeded in the past in 
escaping their proper taxation by a manipulation of accounts with the 
parent non-resident companies. To cite an example, a foreign firm 
dealing in aniline dyes was registered as a separate limited liability 
company in India with a capital of Bs. 20,000. The shares were never 
placed on the market in India, but, with the exception of small holdings 
by managers in India, were all held abroad. The registered capital was 
nominal in comparison with the value of the stock-in-trade and the 
parent company abroad sold to the subsidiary Indian company at a price 
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leaving a margin just sufficient to cover tlie expenses of tlie subsidiary 
company, or causing an actual loss to be shown. Section 42 (2) of tbe 
Act is designed to prevent a subsidiary Indian firm or company from 
benefitting by sucb a manipulation, and enables an Income-tax Officer to 
assess it on tbe profits wbicli may reasonably be deemed to have been 
derived from its Indian business, while, where any difficulty is experi- 
enced in arriving at a basis for assessment, assessment on a percentage 
of turnover, or other suitable method can' be adopted under rule 34. 
•It is to be noted that the provisions of section 42 (2) are not applicable 
where the parent non-resident firm or company is constituted within the 
British Empire and that the liability to assessment is placed on the 
subsidiarj’’ Indian firm as a principal and not as an agent. 

(3) Indian agents of non-resident firms of vdiich they arc not techni- 
cally either branches or subsidiary firms are liable for the payment, on 
account of their principals, of the tax on their principals’ Indian profits 
under the provisions of sections 42 {!) and 43 of the Act. It will be 
observed that these provisions permit "the le^■ 3 ' of the tax on a non-resi- 
dent’s business not only where he has established a regular agency in 
India but also where he conducts his business regularly through a par- 
ticular agent or casuall}’- through various agents. In this case it is not 
necessary that anything of the natiire of a regular agency should exist 
in order to make the profits of a non-resident chargeable in the name of 
an agent. They are so chargeable even when the only connection be- 
tween the non-resident and the person acting ns his agent is that that 
person is ordinarily and regularly employed as an agent bj' the non- 
resident. The Government of India do not, however, desire that in 
practice the liability to assessment should be enforced except where 
something definitely of the nature of an agency exists and in particu- 
lar no attempt should be made to tax the profits of a consignment business 
picre and' siviyle, merely because the non-resident consignor habitually 
uses a particular resident as his agent. 

In all cases it will be a question of fact whether the connection between 
the non-resident and the resident is such that an agency can be held to 
exist. It is doubtful whether it is practicable to formulate for the 
guidance of Income-tax Officers any more definite principles than those 
stated above ; but the following examples may serve to indicate the lines 
on which decisions should be reached : — 

{a) B, a distiller in Glasgow, has agreed to sell to no one in India 
except A, his agent, provided that A gives B all or an 
agreed proportion of his trade. A purchases from B and 
sells to the trade at his own rates, and all bad debts are A’s. 
No attempt should be made to tax B on his profits. His 
position, in spite of his supplementary agreement with A, 
is merely that of a seller to an Indian consignee who takes 
the risks or profits of the trade in India. 

ib) A, an Indian resident and a large supplier of mill stores, has 
a monopoly for the sale in India of the belting of a non- 
resident B. A is paid commission by B on all orders he 
sends either for his own stock or risk or in execution of 
orders obtained. He does not confine his purchases of belt- 
ing to B. He stands all loss from bad debts and fixes the 
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prices to be asked for tbe goods. Here again tbe position 
of B is merely that of a seller' to an Indian consignee, and 
no attempt should be made to tax B's profits. 

(c) A is tbe Indian agent for hardware and sundries of B, a British 
manufacturer. A receives salary and commission from B 
and bad debts fall on B. Here there is a regular agency • 
and B’s Indian profits should be taxed through A. 

({?.) A is the Indian agent for B, a firm in an Indian State, who 
consigns goods for sale in Bombay or China through A. 
The business is purely a consignment business and B’s 
profits on his Indian trade should not be taxed. 

In all these cases A's remuneration or profits as agent are liable to 
the tax. 

(4) Casual agents for non-resident firms to loliom goods are from time 
to time consigned have been dealt with in (5) above and no attempt should 
be made to tax the profits of a non-resident through the agent on this 
class of business. 

Attention is invited to the ruling of the Madras High Court (Case 
Ho. 5 in Yolume II) in which it has been held that a person who is 
not a resident in British India but to whom income arises or accrues 
through business connections in British India is assessable to income- 
tax under sections 4 and 42 {!) of the Act whether he is a British 
subject or a foreigner and that the provision in the latter section that 
such income shall be taxable in the name of the agent of any such 
pei’son does not mean that it is not chargeable unless assessed in the 
name of an agent. The non-resident can himself be assessed under 
section 42 {!) if he happens to come into British India. All that 
the latter part of the sub-section does is to provide machinery by which 
the tax can be levied when the non-resident himself cannot be got at. 

See also paragraph 87 as to the time within which arrears of tax due 
from a non-resident may be recovered. 

85. YThen assessing British Shipping Companies, the Income-tax 
Officers should accept a certificate granted by the Chief Inspector of Taxes 
in the United Kingdom stating (1) the ratio of the profits of any account- 
ing period as computed for the purposes of the United Kingdom 
income-tax to the gross earnings of the Company’s whole fleet or (2) the 
fact that there were no such profits. The expression ‘ gross earn- 
ings of the Company’s whole fleet’ means the total receipts of the 
Shipping Company, excepting only receipts from non-trading sources, 
such as income from investments. The following instructions should be 
observed where British Shipping Companies correspond direct with 
Income-tax Officers and not through an Agent in British India : — 

1. Where a British Shipping Company which corresponds direct 

with ah Income-tax Officer, is unable to furnish its retuim 
of income by the prescribed date, it will obtain an exten- 
sion of time from the Income-tax Officer; but every effort 
should be made to file the return as early as possible. 

2. The Income-tax Officer will make the assessment as soon gs 

possible after receiving the return and in any case within ' 
one month. 
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the assessment is made under section 23 or when intimation is received^ 
of orders of enhancement from superior authorities in order that the 
tax may be promptly collected. The fact that an appeal has been lodged 
against an assessment should not stop the collection although the Income- 
tax Officer is empowei’cd, under section 45, in his discretion to treat an 
assessee as not being in default until an appeal is disposed of. When 
the Income-tax Officer considers that an appeal is a bond 'fide appeal, he 
should in exercise of his discretion under section 45 require the assessee 
to paj' the portion of the tax tliat is not in dispute and should, under no 
circumstances, delay the collection of that portion of the" tax which 
is^ not disputed in the appeal. Similarly section 66 (7) of the Act pro- 
vides that a reference to the High Court shall in no way stop the collec- 
tion of the tax. 

When the tax is not paid within the time prescribed in the notice, 
or, if no such time is prescribed, by the first day of the second month 
following the date of the service of the notice or order, the Income-tax 
Officer should use the powers conferred upon him by section 46 {!) and 
impose a penalty for the default. 

Section 46 (»3) and (4) provides for cases where a special whole-time 
income-tax staff for the actual collection of the tax is employed in any 
area. Where such a staff is employed, the Commissioner of Income-tax 
may confer upon that staff any of the powers for the enforcement of any 
process for the recovery of a municipal tax or local rate imposed under 
any enactment which is in force in any part of the province, e.g., the 
powers of distraint. In other areas and, in the areas in which a special 
staff is employed where the powers for the recovery of municipal taxes 
or local rates have proved insufficient, the Income-tax Officer may, under 
section 46 (2), forward under his signature a certificate specifying the 
amount of arrears due from an assessee to the Collector of the district, 
and the Collector of the district on receipt of such- a certificate must 
proceed to recover the amount specified in the certificate as if it were an 
arrear of land revenue. 

Where the defaulter is a salaried person the Income-tax Officer may, 
under the provisions of section 46 {5), require the person paying “ salary ” 
to such assessee to deduct from any subsequent payments of “ salary 
any arrears of tax due from such assessee whether those arrears are due 
on account of tax on ‘ salary ’ or on income from any other sources or on 
account of any penalty. 

The necessity for prompt collection of the tax should be impressed 
upon Income-tax Officers since not only is delay in the collection of this 
tax likely to result in loss of revenue for other reasons, but, under the 
provisions of section 46 (7), no proceedings for recovery can be com- 
menced after the expiration of one year from the last day of the year in 
which the demand is made, with the exception of the special case referred 
to in sub-section (1) of section 42. That sub-section refers specially to 
arrears of tax due from a non-resident. For the collection of such 
arrears no time limit is prescribed as such arrears may be recovered from 
any assets of the non-resident which may at any time come within British 
India. 

The phrase “ proceedings for the recovery of any sum payable under 
chis Act ” should be interpreted as relating to proceedings taken under 
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section 46. The issue of a notice of demand is not a proceeding for the 
purpose of this section. 

The above remarks regarding recovery of tax apply also, under the 
provisions of section 47 to the recovery of any penalty imposed under 
section 25 (2), section 28 or section 46 (7). 

88. Refunds of Income-tax. {Section 18 .) — ^Refunds are necessitated 
owing to the system of taxation at the source, which occurs in the case 
of the tax on companies and on registered firms (section 48 (7) and (2) ), 
and of deduction at the source, which occurs in the case of “ interest 
on securities ” and ” salaries ” (section 48 (3) ). In hoth these cases 
the rate of tax appropriate to the “ total income ” of the recipient (the 
shareholder, partner, security-holder or salaried person) is not Icnown at 
the time that the tax is assessed or deducted. As stated in paragraph 58, 
in order to simplify the procedure in connection with refunds section 18 
(9) makes it obligatory upon the person deducting income-tax from “ in- 
terest on securities ” to issue to all security-holders a certificate specify- 
ing the amount of the tax deducted from the interest and the rate at 
which it Las been deducted; and similarly section 20 (see paragraph GO) 
requires the principal ofiicer of a company distributing dividends to issue 
to shareholders a certificate stating that the company has paid or will 
pay income-tax on the profits that are being distributed. These certi- 
ficates (or in the case mentioned in paragraph 59, a certificate by a bank) 
must be accepted by Income-tax Officers as conclusive proof that tax has 
been paid. 

For the reasons given in paragraph 60 the Income-tax Officer for pur- 
poses of refund in the case of dividends, has to assume that the dividends 
mentioned in the certificate were taxed at tlie maximum rate current on 
the date when the dividends were declared. In the case both of dividends 
and of interest on securities, the tax deducted has to be added to the 
“ net ” dividend or interest paid for the purpose of calculating both the 
“ total income ” of the applicant and the amount of refund due [see 
paragraph 54, and section 48 (7)]. 

Applications for refund under the provisions of rule 39 can now be 
made to the Income-tax Officer of the district in wffiich the applicant is 
chargeable directly to income-tax or, where he is not chargeable directly 
to income-tax, to the Income-tax Officer of the district in which he ordin- 
arily resides and such Income-tax Officers are required to give the 
refunds. The applications need no longer be made, as under previous 
rules, to the Income-tax Officer of the area in which the income-tax was 
paid. In cases where the applicant is not resident in British India, 
the application should be made to the Income-tax Officer of the district 
or area in which he was last charged directly to income-tax when so 
resident, or if he has never been so resident, to the Income-tax Officer 
of the district or area where the income-tax for the refund of which 
application is made was deducted. 

The necessity for refunds of tax on Government securities can be 
avoided, by the procedure laid down in paragraph 58, in the case of 
persons who are either not liable to the tax or who have a taxable income 
which is sufficiently stable to justify the Income-tax Officer is assuming 
that the rate applicable to the total income is not likely to move from 
one grade to another. Again, as has been pointed out in preceding 
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paragraplis, tlie necessity for a refund can also be avoided in tbe case of 
persons 'wbo bave income wMcb Has not been taxed, or from wbicb 
income-tax has not been deducted, at tbe source, since sucb persons can 
claim a set-off against tbe tax due on tbat other income. 

In cases where a cash refund in necessary, tbe procedure laid down in 
rules 36 to 40 should facilitate tbe granting of refunds. The application 
must be made in tbe form prescribed in rule 36 and verified in the manner 
laid down in tbat rule and must, under rule 37, be accompanied by a 
return of tbe “ total income ” in tbe form prescribed in rule 19 unless 
sucb a return has previously been made. A false statement in sucb a 
return or in sucb a verification is punishable under tbe provisions of sec- 
tion 182 of tbe Indian Penal Code, wbicb are set out in paragraph 63 above. 
Tbe application must also, where necessary, be accompanied by tbe certi- 
ficates mentioned in section 18 (9) or section 20. The applications, under 
rule 40, need not be presented in person, bxit may be sent by post or 
by an autboz’ised agent. In cases where tbe applicants do not present 
tliomselves, tbe amount of any refund due should be remitted by money 
oi'der, in wbicli event tbe cost of tbe money order is borne by tbe 
Government and is not to be deducted from tbe amount to the refunded. 

It should be particularly noted tbat section 48 does not apply to super- 
tax (see section 58) since super-tax is not deducted at the source er taxed 
at tbe source with tbe solitary exception of tbe case referred to in section 
57, in wbicb case no claim for any refund can arise. 

Any claim to a refund must, under tbe provisions of section 50 be made 
within one year from tbe last day of tbe year in wbicb tbe tax was 
recovered. No claim can be entertained if presented at a later date. 

This section should be interpreted as illustrated below in dealing 
with claims for refund of tax on dividends : Taking tbe case of a person 
who received a dividend in January 1923, if be is directly assessed and 
is a person who does not keep accounts, or whose “ previous year ” 
is tbe income-tax year, an adjustment can be made whenever be is asses- 
sed in tbe income-tax year April 1923 to March 1924, and an applica- 
tion for refund can also be entertained at any time up to 31st March 
1924, while if be is not directly assessed, an application for a refund can 
be entertained at any time up to 31st March 1924. If be keeps accounts 
and bis “ previous year ” runs, say, from October to September, an 
adjustment can be made whenever be is assessed in tbe income-tax year 
April 1924 to March 1925, and an application for refund can also be 
entertained at any time in tbe income-tax year April 1924 to March 
3925, if by oversight tbe adjustment is not made in assessing him or in 
declaring him not liable. 

89. Relief from double income-tax. [Section 49 ). — At a conference 
between tbe representatives of tbe Home Government and of tbe 
Dominions and of India an agreement was arrived at to tbe following 
effect : Tbat in respect of income taxed both in tbe United Kingdom and 
in India there should be deducted from tbe appropriate rate of the United 
Kingdom income-tax (including super-tax), tbe whole of tbe rate of tbe 
Indian income-tax (including super-tax), charged in respect of tbe same 
income, subject to the limitation tbat in no case should tbe maximum rate 
of relief given by tbe United Kingdom exceed one-balf of the rate of tbe 
United Kingdom income-tax (including super-tax) to wbicb tbe indivi- 
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dual tax-paj-er might he liable and that any further relief necessary in 
order to confer on the tax-payer relief , amounting to the lower of the two 
taxes (United Kingdom and Indian) should he given India. That is 
to say, the arrangement is that where income is liable to taxation both in 
the United Kingdom and in India, it should pay only at the highest rate 
leviable in either country. These proposals have been accepted by the 
Government of the United Kingdom and are embodied in section 27 of the 
Finance Act of 1920. A copy of that section is given below ; 

^ ^ 

27, (1) If any person who has paid^ by deduction or otherwise^ or is liable to pay. 
United Kingdom income-tax for any year of assessment on any part of his income proves 
to the satisfaction of the Special Commissioners that he has paid Dominion income-tax 
for that year in respect of the same part of his income, he shall be entitled to relief 
from United Kingdom income-tax paid or payable by him on that part of his income at 
a rate thereon ,to be determined as follows : — 

(a) if the Dominion rate of tax does not exceed one-half of the appropriate rate 
of United Kingdom tax, the rate at which relief is to be given shall be the 
Dominion rate of tax. 

(&) in any other case the rate at which relief is to be given shall be one-half of the 
appropriate rate of the United Kingdom tax. 

For the purpose of this section, the expression “ the appropriate rate of United 
Kingdom tax means the rate at which the claimant for the year to which the claim 
relates has borne or is liable to bear United Kingdom income-tax and where the claimant 
is liable to United Kingdom super-tax the expression “ the appropriate rate of United 
Kingdom tax means a rate equal to the sum of the rates at which he has borne or 
is liable to bear United Kingdom income-tax and super-tax, respectively, for that year. 

(2) Wliere a person has not established his claim to relief under this section for any 
year of assessment before the first day of January in that year, the relief shall be 
granted by way of repayment of tax, 

(5) Where by reason of the allowance of velief under this section the rate of United 
Kingdom income-tax deducted from or paid in respect of an}’- part of the income of any 
individual is less than the standard rate, and the rate of the relief so allowed is greater 
than the rate appropriate to the case of that individual, such an adjustment shall be 
made in allowing to that individual any relief to wliich he may be entitled under the 
provisions of this part of this Act relating to the rate of tax on the first two hundred 
and twenty-five pounds of taxable income as may be necessary to secure that the amount 
of United Kingdom income-tax finally paid or borne by him shall be equal to the amount 
which would have been paid or borne if the relief under this section had in the first 
instance been given at the rate appropriate to his case. 

(4) Notwithstanding anything in the Buies applicable to Case IV or Case V of 
Schedule D or in any other provision of the Income-tax Acts, no deduction shall be made 
on account of the payment of Dominion income-tax in estimating income for the purposes 
of United Kingdom income-tax, and w^here income-tax has been, paid or is payable in 
any Dominion either on the income out of which income subject to United Kingdom 
income-tax arises or is received, or as a direct charge in respect of that income, the income 
so subject to United Kingdom income-tax shall be deemed to be income arising or 
received after deduction of Dominion income-tax and an addition shall, in estimating 
income for the purposes of the United Kingdom income-tax, be made to that income oi 
the proportionate part of the income-tax paid or payable in the Dominion in respect of^ 
the income out of which that income arises or is received together with the full amount 
of any Dominion income-tax directly charged or chargeable in the Dominion in respect 
of that income : 

Provided that — 

. f 

(a) where any income arising or received as aforesaid consists of dividends which 
are entrusted to any person in the United Kingdom for payment and the 
Special Commissioners are satisfied that the person so entrusted is not in 
a position to ascertain the amount of the addition to be made under this 
sub -section, the assessment and charge may be made on the amount of the 
dividends as received by the person so entrusted, but in any such case the 
amount of the addition shall be chargeable on the recipient of the dividends 
under Case VI of Schedule D; and 

(&) where under the laws in force in any Dominion no provision is made for the 
allowance of relief from Dominion income-tax in respect of the payment of 
United Kingdom income-tax, then in assessing or charging income-tax in the 
United Kingdom in respect of income assessed or charged to income-tax in 
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that Dominion daduction shall be allowed in estimating income for the pur- 
pose of United Kingdom income-tax of an amount equal to the difference 
the amount of the Dominion income-tax paid or payable in respect 
the income and the total amount of the relief granted from the United 
Income-tax^ in respect of the Dominion income-tax for the period 
on the income of which the assessment or charge to United Kingdom income- 
tax IS computed. 

sub-section the expression dividends includes any interest, annuities, 

X snares of annuities, pensions, or other annual payments or sums in respect of 
which tax IS chared under the Rules applicable to Schedule C or under Rule VII of 
the Miscellaneous Rules applicable to Schedule D. 

under Rule 20 of the General Rules applicable to Schedules A, B, C, D, 
.and hi, a body of persons is entitled to deduct income-tax from any dividends, tax shall 
not m any case be deducted at a rate exceeding the rate of the United Kingdom income 
tax as reduced by any relief from that tax given under this section in respect of any 
payment of Dominion income-tax. 

(d) Where under the law in force in any Dominion provision is made for the allow- 
ance of relief from Dominion income-tax in respect of the payment of United Kingdom 
income-tax, the obligation as to secrecy imposed by the Income-tax Acts upon persons 
employed in relation to Inland Revenue shall not prevent the disclosure to the authorised 
officer of the Government of the Dominion of such facts as may be necessary to enable 
the proper relief to be given in cases when relief is claimed both from United Kingdom 
income-tax and from Dominion income-tax. 

(7) The Commissioners of Inland Revenue may from time to time make regulations 
generally for carrying out the provisions of this section, and may, in particular, by those 
regulations provide : — 

(а) For making such arrangements with the Government of any Dominion to which 

the last preceding sub-section applies as may be necessary to enable the 
appropriate relief to be granted. 

(б) For prescribing the year which in relation to any Dominion income-tax is, for 

the purposes of relief under this section, to be taken as corresponding to 
the year of assessment for the purposes of United Kingdom income-tax. 

(S) In this section^; — 

(а) The expression “Dominion** means any British possession, or any territory 

which is under His Majesty’s protection or in respect of which a mandate 
is being exercised by the Government of any part of His Majesty’s 
dominions : 

(б) The expressions “United Kingdom income-tax*’ and “United Kingdom super- 

tax ” mean respectively income-tax and super-tax chargeable in accordance 
with the provisions of the Income-tax Acts : 

(c) The expression “ Dominion income-tax ’’ means any income-tax or super-tax 

charged under any law in force in any Dominion, if that tax appears to the 
Special Commissioners to correspond with United Kingdom income-tax or 
super-tax : 

[d) The expression “ Dominion rate of tax” means the rate determined by dividing 

the amount of the Dominion income-tax paid for the year by the amount of 
the income in respect of which the Dominion income-tax is charged for that 
year, except that where the Dominion income-tax is charged on an amount 
other than the ascertained amount of the actual profits the Dominion rate 
of tax for the purposes of this section shall be determined by the Special 
Commissioners. 

For the purposes of this section, the rate of United Kingdom income-tax shall he 
ascertained by dividing by the amount of the taxable income of the person concerned the 
amount of tax payable by that person on that income before deduction of any relief 
granted in respect of life assurance premiums or any relief granted under the provisions 
of this section, and the rate of United Kingdom super-tax shall be ascertained by dividing 
the amount of the super-tax payable by any person by the amount of that person’s total 
income from all sources as estimated for super-tax purposes. 

, * # 

Under tliat section a person whose income is assessed both in the United 
Kingdom and in India is entitled to claim from the authorities of the 
United Kingdom a refund or rebate of the rate levied in India up to one- 
half of the English rate. 

Section 49 of the Indian Income-tax Act, therefore, provides that 
where any further relief is to he given in order to secure that such a person 
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stall not pay a tigter rate ttan the tigtest rate in eitlier country, 
suet relief will be given ty India, subject to the limitation that the 
relief given in India stall not exceed half of the rate of income-tax and 
super-tax combined. Up to the year 1921-22 .the Indian rates of income- 
tax and super-tax combined were less than half the rates in the United 
Kingdom, and, therefore, no claim can be made under this section in 
respect of tax levied up to that year. Belief can only be claimed in 
India, when owing to any alteration in the rates, the Indian rate is more 
than half the English rate, and the amount of relief would merely be 
the amount by which the Indian rate exceeds half the English rate. 
The rates prescribed in India in some cases now amount to more than' 
half the English rates as fixed for the year 1924-25. The table below 
shows the amount of English income-tax and super-tax and the effective 
rate per rupee contrasted with similar figures for the Indian rates. 



BlsGlISH. 



Indian. 


Income, 

Income-tax. 

Super-tax. 

' Effective rate 
per rupee. 

Income-tax. 

Super-tax. 

j 

* Effective rate 
! per lupee. 

Bs. 

Ks. 

Es. 

Es. A. P. 

Es. 

Es. 

Es. A. D. 

30,000 

6,750 

... 

0 3 

2,343 

... j 

0 13 

45,000 

10,125 

1,312 

0 4 f 

4,218 

! 

0 16 

60,000 

13,500 

3,187 

0 4 5f 

5,625 

625 

0 18 

76,000 

16,876 

5,437 

0 4 Qis 

7,031 

1,562 

0 1 10 

90,000 

20,250 

8,062 

0 6 1 

8,437 

^2,m 

0 1 Hi 

1,05.000 

23,625 

11,062 

1 0 5 3^ 

9,844 

3,694 

0 2 ^ 

1,20,000 

27,000 

14,437 

0 5 6fs 

11,260 

5,000 

0 2 2 

1,36,000 

30,875 

18,187 

0 5 9f^ 

1 

12,656 

6,406 

0 2 3i 

1,60,000 

33,750 

21,937 

0 5 IWg 

14,062 

7,812 

0 2 4 

2,26,000 

60,626 

40,687 

0 6 oil 

21,094 

17,969 

0 2 9i 

3,00,000 

67,500 

69,437 

0 6 

28,125 

31,260 

0 3 2 

4,50,000 

1,01,250 

1,00,687 

• 0 7 2>5 

42,187 

68,760 

0 3 Hi 

6,00,000 

1,35,000 

1,45,687 

0 7 5|i 

56,260 

1,20,312 

0 4 8i 

COIIPAK- 

lES. 

0 99 


0 3 7-2 


i 

0 2 6 


aiiuwaiiees ana aoaiements allowed by the United Kingdom Income-tax 
Act have not been taken mto account in working out the figures of United Kingdom 
Income “tax in the table. The Income-tax and Super- tax have also been assumed to be 
charged on the same income. The figures are therefore only useful as generally indicating 
the relative rates of taxation in the two countries. o ^ 















It will be observed tbat tbe rate for individuals and firms is less than 
half tbe English rate up to an income of about 4 lakbs. Persons with 
such incomes wbicb are wholly taxed both in the United Kingdom and 
in India can, therefore, claim a refund or rebate of the whole of the 
Indian rate to be set against the English rate from the authorities in 
England. The English rate for an income of 4-|- lakhs is just over 7 
annas and 2 pies and a person who has paid income-tax both in the United 
Kingdom and in India on an income of lakhs, could claim a refund 
from the English authorities of a sum equivalent to 3 annas 7 ^^pies 
per rupee on his assessed income and thereafter could claim from the 
Indian income-tax authorities a refund of 4-|-|- pies per rupee of his 
assessed income. An assessee must first get his relief from the authorities 
in the United Kingdom and only then can he claim a refund of the 
balance from the Indian Income-tax authorities. He cannot claim a 
rebate in India during an assessment and he must produce proof that he 
has obtained relief from the English authorities and also proof of the 
rate of that relief. 

It is necessary to emphasise the fact that the relief under this section 
proceeds and is based upon a comparison of the rate of tax in India 
with the rate of tax in the United Kingdom and not of the comparative 
amounts of tax paid in either country. That is to say, what is compared 
is the rate of the Indian tax paid by the claimant for the Indian year of 
assessment corresponding to the United Kingdom year of assessment in 
respect of the part of the claimant’s income liable to United Kingdom tax 
end not the particular amount of such part of his income liable to 
United Kingdom income-tax as is charged to Indian income-tax. The 
rate of Indian income-tax paid in respect of the part of the income in 
question having been ascertained, the relief from United Kingdom 
income-tax is granted on that part of the income as charged to United 
Kingdom income-tax for that year of assessment, irrespective of the fact 
that the amount of the United Kingdom assessment may be greater or 
less than the amount of the Indian assessment for the corresponding 
Indian year of assessment or that the amount of relief may fall short 
of or exceed the amount of Indian tax actually paid. In other words, 
under this system of relief no enquiry is made in the United Kingdom 
into any differences of basis of computation under the Indian and 
United Kingdom rules of assessment, provided that it is clear that from 
whatever source he derives the income on which he claims relief, the 
claimant has paid (for the Indian year of assessment corresponding to the 
United Kingdom year of assessment for which relief is claimed) Indian 
lax in respect of his income from that source, however that income may 
have been computed for the purposes of assessment to the Indian tax; 
and the procedure in India in deterinining the balance of relief to be 
given in this country proceeds in exactly the same way. Eor example, 
suppose a man resident in the United Kingdom trades in India and is 
liable to United Enngdom income-tax in respect of the profits on a three 
years’ average and to Indian income-tax on a preceding year’s basis; 
suppose also (ignoring other expenses) that the Indian Act allows as a 
deduction the payment of annual interest on money borrowed which is 
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not allowed in the United Kingdom, and that his profits for the years 
1 to 4 are as follows : — 


Number. 

Profits before 

1 deduction of 
annual interest. 

Annual interest. 

1 

Rs. 

1 , 00,000 

Rs. 

3,000 

2 

1 50,000 

6,000 

3 

1 

1 

30,000 

2,400 

4 . . 

70,000 

6,000 


The United Kingdom and Indian assessments for the years 4 and 5 are 
as follows : — 


Figures. 

United 

Kingdom 

assessment. 

United 
Kingdom 
rate (say.) 

Indian 

assessment. 

; Indian 
; rate (say). 

i 

1 

4 

Rs. 

60,000 

As. 4 

Rs. 

27,600 

A. 1 

5 

1 

1 

60,000 

65 . 4ld. 

65,000 

A.lit 


Then relief from United Kingdom income-tax will he allowed at 1 anna 
on Rs. 60,000 for the year 4 and annas on Rs. 50,000 for the year 5. 
There will be no claim to any relief in India. 

This system of relief is one that was deliberately adopted at the con- 
ference, the principle followed being summarised as follows in the report 
of the United Kingdom Royal Commissign, viz . : — 


** That there will be no interference either by the United Kingdom or by a Dominion 
with the basis of assessment adopted by any other part of the Empire, and further 
that the settlement should be independent of increases and decreases in rate of tax 
and alteration in the basis of assessment whether in the United Kingdom or in the 
Dominions. This intention is clearly illustrated by the following examples which are 
given in the report. 

ExaTtiflt 1, — A, a British resident, derives a fluctuating unearned income directly 
from a Dominion whose rate of tax applied to that income is Is. in the £. A has 
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no other income, and his rate of tax in the United Kingdom varies according to the 
ainonnt of his income. The following figures illustrate the position : — 


1 

United Kingdom 

! 

1 

Dominion. 

1 

Ist year. ! 

, 1 

1 j 

1 1 

1 1 


Tax before relief ...... 

1 £1,000 at 3s. 9f?. i 

; i 

£600 at Is. 6c?. 

Belief ....... 

£1,000 at Is. 6cf. 

Nil. 

Tax after relief ..... 

£1,000 at 2s. 3(/. 

£600 at Is. U. 

2nd year. 

! 


Tax before relief 

£300 at 3s. 0<;. 

£900 at Is. 

Belief 

1 £300 at Is. 6cZ. 

Nil. 

Tax after relief . * * . * , 

£300 at Is. Qd. 

\ 

£900 at Is. 6c?. 


In this exainplc, although it was the same description of income assessed each year, 
there were wide variations in the amounts assessed in the United Kingdom and in the 
Dominion. This might happen owing to different methods of computing taxable profit, 
and the differences are intentionally exaggerated to illustrate the principles to be followed. 

Example 2 . — B is a British resident receiving as shareholder an income of £900 
from a British Company C which derives the whole of its income from a Dominion, 
In the first place relief will be given to the Companj^ C, and in order to illustrate how 
this is done, let it be assumed that the Company's profits as calculated for the United 
Kingdom tax are £60,0000, and as calculated for Dominion tax £50,000. Adjustment 
will be made to the Company as follows : — 



United Kingdom, 

Dominion. 

Tax before relief . ‘ . . i 

1 

£60,000 at 6s. Qd. 

£50,000 at Is. 9c?. 

Belief .... . . . : 

£60,000 at Is. %d. 

Nil. 

Tax after relief 

£60.000 at 4s. M. 

£60,000 at Is. 6c?. 


The Company when paying the dividend to B would deduct 4s. 6rf. in the £ United 
Kingdom tax, and intimate on the dividend warrant that the relief in respect of Double 
Income-tax Avas Is. 6d. in the £. 

Let it be assumed that B’s dividend of £900 is his total income, so that his proper 
rate of charge to United Kingdom Income-tax is 3s. 9^Z. He has suffered Dominion tax 
to the extent of Is. 6d. in the £, and his ultimate rate of United Kingdom Income-tax 
is 2s. 3c?. in the £ (3s. 9r/. less Is. 6c?.), but he has suffered by deduction 4s. 6c?. in the 
£ and ho will accordingly be repaid 4s. 6c?. minus 2s. 3c?, r=:2s. 3c?. in the £ on £900. 

Example 5. — ^D is a British resident receiving £900 from Company C, but he has other 
income arising in the United Kingdom, and his combined rate of Income-tax and 
Super-tax is 75, 6f?. in the £. He is entitled, therefore, to Double Income-tax relief up 
to a maximum of 3s. 9c?. but the whole of the Dominion tax (Is. 6c?. in the £) has already 
been allowed to the Company C, who deduct 4s. 6cZ. United Kingdom tax on payment of 
the dividends, and no further relief is due. D will, therefore, be assesisable in respect 
of the £900 at Is. 6c?. in the £, uis., 7s. 6c?. less 4s, 6c?. United Kingdom tax deducted, 
and Is. 6c7. Dominion tax. 

It will be noted that in the table at page 138 tbe amount of relief 
wbicb a company can get nnder tbe English Act is at the rate of 2 annas 
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in tlie rupee and that the amount which they can claim from the Indian 
authorities will he at a rate of 6 pies in the rupee. The reason for the 
comparative high rates in India as compared with the United Kingdom 
of the tax on companies is that the Indian rate includes the super- 
tax on companies while the English rate does not include the United 
Kingdom Corporation tax. At the same time it must be noted that 
the Indian rate of 2 annas and 6 pies given in the table for companies is 
a rate which in actual practice will never be reached. It includes the 
1 anna and 6 pies income-tax rate and the flat rate of 1 anna for super- 
tax; but the flat rate of 1 anna is never charged on the whole of the 
assessable income but only on the portion of the income in excess of 
Rs. 50,000. The rate for the portion of the income below Rs. 50.000 
is nil. In order to get at the comparative rate, the tax paid by the 
company has to be divided by its total income. Thus in the case of a 
company with a profit of 1 lakh the comparative rate would merely be 2 
annas while the rate in the case of a company with a profit of 2 lakhs, 
it would merely be 2 annas and 3 pies. In the former case full relief 
would be obtainable in the United Kingdom and no .relief shoxild be 
claimed in India while in the latter case a relief of 2 annas in the rupee 
.would be obtained in the United Kingdom and of 3 pies in India. 

In order to obtain relief in India a clairaant is required to supply 
the official receipt for the United Kingdom income-tax paid, the notice 
of assessment in particular showing the basis on which the liability has 
been computed and a certificate of the Income-tax authorities showing 
what relief has actuallj’' been granted to him in the United Kingdom. 

The following are further examples illustrating the method to be 
adopted in calculating relief due under section 49 of the Act: — 

Example 1, — A, a married man with one child is resident in the United Kingdom; 
he has a fixed income of Rs. 10,500 from property in India and has no other income, 
his liability to tax is : — 


In the United Kingdom. 


In India. 


Es. A. p. 


Avssessable income 
Zess Personal allowance 


. 10,500 0 0 
Es. 3,375 


Income-tax on Es. 10,500 
at 9 pies in the rupee, 
Es. 492-3-0. 


Deduction for child 


„ 540 3,916 0 0 


TAxahle income ...... 6,585 0 0 

Tax on the Ist Es. 3,375 at as. 2 in the rupee . 421 14 0 

Tax on balance Es, 3,210 at as. 4 in the rupee , 802 8 0 

^Total tax (before relief in ‘respect of Indian in- 
come tax) 1,224 6 0 


*For the, purposes of calculating * ** the appropriate rate of United Kingdom tax** 

this amount is not to be reduced by any relief granted in respect of any life assurance 
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The United Kingdom tax (Rs. 1,224-6*0), divided by the taxable income (Rs. 6,585) 
gives an ** ajmropriate rate of United Kingdom tax** of approximately 2 annas 11*7 pi^. 
A has paid Indian income-tax in respect of the same income^ at a rate of 9 pies in the 
rupee, that is, a rate which is less than half the United Kingdom rate and the relief 
from United Kingdom tax will, therefore, be a sum equal to the Indian rate on Rs, 6,585. 

Example S . — is a bachelor resident in the United Kingdom with no deponda^s 
and has an earned income of £1,000 assessable to United Kingdom income-tax. He 
has no other income and pays income-tax in India in respect of the income in question. 
His liability to tax is as follows : — 



United Kingdom. 


£ s. d. 

Total income ......... 

1,000 0 0 

Less earned income allowance one-tenth of £1,000 

100 0 0 

Assessable income ........ 

900 0 0 

Less Personal Allowance ....... 

13S 0 0 

Taxable income ....... 

/ 

765 0 0 

Tax on 1st £225 at 2s. ...... 

28 6 

Tax on balance £540 at os. ...... 

135 0 0 

"^Total tax (before relief in respect of Indian income-tax) 

163 2 6 


*For the purposes of calculating **the appropriate rate of United Kingdom - fiax ** 
this amount is not to he reduced by any relief granted in respect of life assurance 
premium. 

The tax (£163-2-6) divided by the taxable income (£765) gives an “ appr^riate 
rate of the United Kingdom tax ** of 4s. Z’2d, or 3*41 annas in the rupee ; Indian 
income-tax is payable on this income at a rate of 9 pies in the rupee, so that B is 
•entitled to get relief from the United Kingdom at the rate of 9 pies in the rupee (that 
is, lid. in the pound) on £765 and there is no balance of relief to be given in India. 

Example 3 . — C is a companv the whole profits of which are taxed both in the 
United Kingdom and in India. The Indian rate of tax paid by the company is 2 annas 
and 3 pies in the rupee while the “appropriate rate of United Kingdom tax*’ for the 
companv is 5s. in the pound. The company can get relief at the rate of 2/6 in the 
pound (or 2 annas in the rupee) in the United Kingdom and on proof of payment of 
United Kingdom tax and of the grant of United Kingdom relief can claim from the 
Income-tax authorities in India the balance of relief, namely, 3 pies in the rupee. 

This section merely provides for relief from double tax where the* 
^ame income is assessed to tax both in the United Kingdom and in 
India. It does not provide for relief in other cases. 

90. Prosecution for offences. (See also paragraph 65.) Prosecution 
of assessees for offences under sections 51 and 52 cannot be commenced 
except at the instance of an Assistant Commissioner and the Assistant 
Commissioner is, under section 53, empowered to stay ‘any such proceed- 
ings or compound any such offence. The power of compounding an 
offence is one that can be exercised not only after proceedings have been 
commenced, but before proceedings are instituted at all. 

91. Income-tax records to he kept confidential. {Section 54.) — ^While 
the Act of 1918 merely penalised the disclosure hy a public servant of the 

F 
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particulars contained in any statement or return furnished under the Act, 
section 54 further penalises the diclosure of any particulars contained in 
any accounts or documents produced under the Act or in any evidence 
given or deposition made in the course of proceedings under the Act or 
fn any record of an assessment proceeding or proceedings for recovery of 
a demand, and debars the Courts from requiring public servants to pro- 
duce income-tax records or to give evidence respecting the same. 

The proviso to sub-section (2) contains provisions stating in -what 
particular cases information may be disclosed. The effect of the provi- 
sions is that information obtained in connection with the _ assessment of 
incomes and recovery of the tax may be disclosed by public servants to 
such persons only as act in the execution of the Act and where it may he 
necessary to disclose the same to them for the purposes of the Act, or in 
order to, or in the course of, a prosecution for perjury committed in 
connection with proceedings under the Act. Proviso (c) was inserted 
mainly for the purpose of extending the protection to every action of a 
public servant in pursuance of the provisions of the Act or the rules such 
as the service of a notice by affixture. Apart from these particular cases 
it is essential that all records should be kept strictly confidential, and, in 
particular, the practice in certain provinces of furnishing information 
to local authorities, who impose a tax on “ circumstances and property ” 
or a local income-tax, of the details of assessment made by the income-tax 
authorities must cease. This prohibition applies equally to furnishing 
such information to other Government departments. 

For the meaning of the phrase “ public servant ” see paragraph 8. 

92. Super-tax. — The provisions of the Act regarding income-tax other 
than those specially excepted in section 58 apply also to super-tax which 
is merely, as stated in section 55, “ an additional duty of income-tax.” 
Super-tax is levied at the rates specified in the Finance Act (see last page 
of Part I of this Manual). 

The super-tax on companies is levied at a flat rate on the whole of the 
profits of a company. This tax on companies, which takes the place of 
the tax formerly levied at a graded scale of rates on the “ undistributed 
profits ” of a company, is levied on the company as such on account of the 
special privileges which companies enjoy by statrite in the shape of 
corporate finance and limited liability. No refund on account of super- 
tax on companies is, therefore, allowed to shareholders. 

Apart from the tax on companies which stands in a class by itself, 
super-tax is levied on a scale of graduated rates. While in the case of 
income-tax the different rates are applied to the xoliole of an assessee’s 
income, the different rates of super-tax are levied on successive “ slices ” 
of income, i.e., on the portions of an assessee’s income in excess of 
cei’tain limits or the portions lying between certain limits. 

Hindu undivided families are treated for purposes of super-tax, as for 
income-tax purposes, as separate assessees. 

Unregistered firms are also treated as separate assessees. Where, 
however, an unregistered firm itself is not assessed to. super-tax (c.g., if 
its assessable profits are less than Rs. 50,000), in that case only is the 
income which any individual member of an unregistered firm receives 
from the firm included in his total income. 

Registered firms are not assessed to super-tax, but the shares of part- 
ners in registered firms are included in the total income of the individual 
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partners on wliicli snper-tax is levied and similarly tlie dividends o£ 
shareliolders received from companies are included in the individual 
income of those shareholders. 

The tax is levied on ‘‘total income” and “total income in all 
cases means exactly the same thing as total income calculated for income- 
tax purposes with the solitary exception that where an unregistered firm 
;s itself assessed to super-tax, the share of the profits of a member of the 
unregistered firm is excluded from his total income for super-tax puxposes. 

93. Deduction of super-tax at the source . — ^The one exception to the 
general rule that super-tax is not deducted at the source is that provided 
for in section 57. That provision is rendered necessary owing to the 
difficulty of obtaining super-tax from non-residents. Section 57 {!) pro- 
vides that in order to recover super-tax from the share of the profits of _a 
partner in a registered firm, who is not resident in British India, the resi- 
dent "partners are themselves jointly and severally liable to pay the super- 
tax due from the non-resident in respect of his share, and sub-section {2) 
similarly makes the principal officer of a company liable to deduct any 
super-tax due on dividends payable to a shareholder who, to his know- 
ledge, is not resident in British India. The liability merely attaches in 
cases where the amount of the profits or dividends payable to the non- 
resident partner or shareholder is, taken by itself, liable to super-tax on 
the assumption that it represents the whole income of the non-resident 
partner or shareholder. The Act does not require the resident partner or 
the principal officer to obtain from the non-resident partner or shareholder 
a statement of any other income that may accrue to him in British India. 
Where there is reason to believe that there is such other income it will be 
necessary to rely on the provisions of sections 42 and 43 of the Act. In 
the case of companies the obligation to deduct applies only to dividends, 
and does not apply to other sums which a non-resident may receive from 
the company by way of the interest on debentures or remuneration such as 
director’s fees. If the non-resident is himself assessed through an agent, 
sub-section (3) provides that the amount deducted at the source in this 
manner shall be taken into account in determining the amount payable by 
him in respect of any other income. 

These provisions should only be rigidly enforced in cases where the tax 
cannot be easily collected through an agent of the non-resident (section 
43). In the case of registered firms it should in most cases be possible to 
treat the person who registered the firm as the agent of the non-resident 
partner and to require him to disclose the whole income accruing in India 
to such non-resident. 

94. Rules . — ^Rtiles made under section 59 of the Act by the Central 
Board oi Revenue are contained in Part II of this Volume. With the 
exception of the rules first made under the Act, the power to make rules is, 
under section 59 {3), subject to the condition of “ previous publication.’^ 
The meaning of the phrase “ subject to the condition of previous publi- 
cation is given in section 23 of the General Clauses Act (Act X of 1897), 
uiz . : — 

“ Where, by any Act of the Governor General in Council or Regulation, a power to 
make rules or bye-laws is expressed to bo given subject to the condition of the rules or 
bye-laws being made after previous publication, then the following provisions shall apply, 
namely : — 

(1) the authority having power to make the rules or bye-laws shall before making 
them, publish a draft of the proposed rules or bye-laws for the information of persons likely 
to be affected thereby; 

F 2 
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(2) the publication shall be made in such manner as that authority deems to be 
sufficient 

(3) there shall be published with the draft a notice specifying a date on or after 
which the draft will be taken into consideration; 

(4) the authority having power to make the rules or bye-laws, shall consider any 
objection or suggestion which may be received by the authority having power to make 
the rules or bye-laws from any person with respect to the draft before the date so 
specified ; 

(5) the publication in the Gazette of a rule or bye-law purporting to have been made 
in exercise of a power to make rules or bye-laws after previous publication shall be con- 
clusive proof that the rule or bye-law has been duly made. * 

95. Comfosition not permissible. — The provision in previous Acts that 
allowed a system of composition of assessment and enabled the Income- 
tax Officer under specified conditions to enter into compositions with 
assessees has been omitted from the present Act. No composition of 
assessment can, therefore, now be made although any composition entered 
into before the present Act came into force must be given effect to for 
the period for which the agreement was made. 

96. Assessment of Income-tax on married women. — Although there is 
no specific provision to this effect in the Act, a married woman is charge- 
able as if unmarried and has to be separately assessed in respect of her 
separate income. 

Pensions received from funds such as the Indian Military Service 
JFamily Pension Pund by a widow on account of her children and . on 
account of herself are distinct and separate from one another. The pen- 
sion of a minor orphan paid to his or her mother or a duly appointed 
or recognised guardian should not be included in the taxable income of 
■i'he mother or guardian for the purposes of income-tax assessment. 

97. Method of serving notices or requisitions. — ^Under section 63 of 
the Act a notice or requisition may be served either by post or in any 
manner provided for the service of summons under the Code of Civil 
Procedure. The words “by post” under section 27 of the General 
Clauses Act, X of 1897, mean “ by registered post.” 

Section 63 {2) specially provides that in the case of firms or Hindu 
undivided families a notice or requisition may be addressed to any 
member of the firm or to the manager or any other male member of the 
family. 

98. The determination of the Income-tax Officer by v)1wm an assess- 
ment is to be made. — ^While for the reasons given in paragraph 22 every 
Income-tax Officer is, under section 64 (4), vested with all the powers 
conferred by or under the Act on an Income-tax Officer in respect of any 
income, profits or gains accruing or arising or received within the area 
for which he is appointed, the question of the Income-tax Officer by 
whom a particular assessee is to be assessed has to be determined in 
accordance with the provisions of sub-sections (7) to (3) of section 64. 
Under those provisions, if an assessee carries on business, he has to be 
assessed by the Income-tax Officer of the area in which his principal 
place of business is situate ; in all other cases an assessee has to be 
assessed by the Income-tax Officer of the area in which he resides. 
Where there is any doubt or dispute on any such question, the question 
ia to be finally determined by the Commissioner of the province in which 
the areas are situate. Where the areas are situate in more than one 
province, the question is to be determined by the Commissioners of the 
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provinces concerned in consultation, and where two Commissioners are 
not in agreement, the question will he determined hy the Central Board 
of Revenue. In all cases of dispute, however, before any such question is 
determined, the assessee must be given an opportunity of representing 
his views. 

99. Reference to High Court. , {Section 66 .) — Under the Act of 1918 
a reference to the High Court on a question of law might be made only 
if the head of the income-tax department in a province saw fit. He was 
not required to make any such reference on the application of an assessee 
if satisfied that the application was frivolous or that a reference was un- 
necessary. Under section 6b of the Act, the Commissioner of Income- 
tax has no longer power to withhold a reference on these grounds but is 
required to state a case to the High Court on the application of ’an 
assessee. In order to provide against frivolous or unnecessary applica- 
tions, sub-section {2) requires that every such application shall be 
accompanied by a fee of Rs. 100 or such lesser sum as may be prescribed 
by rule made by the Central Board of Revenue (no lesser sum has yet 
been prescribed). In order to safeguard the revenue, sub-section (?') 
provides that the fact that a case has been stated to the High Court 
shall in no way stop the collection of the tax from the assessee. 

An application for a reference to the High Court can only be made 
after an appeal to the Assistant Commissioner under section 31 or an 
appeal under section 32 to the Commissioner has been disposed of. An 
assessee must therefore exhaust his remedies of appeal to the income-tax 
authorities before requiring a reference to the High Court. As it is 
desirable that questions of principle should, so far as possible, be settled 
by the revenue authorities, the proviso to sub-section {2) provides that if 
on receipt of such an application the Commissioner is himself prepared 
to give a ruling in favour of the assessee on the point of law raised, the 
applicant may withdraw his application for a reference to the High Court 
in which event the fee paid shall be refunded. 

Ho refund should however be made in cases in which Commissioner 
refuses to state a case to the High Court as under the substantive part of 
Section 66 (2), it is the making of an application for a reference to the 
High Court which involves the liability to pay the fee, and such liability 
therefore arises irrespectively of whether such reference is or is not 
made. The refund of fee, except in the circumstances specified in the 
proviso to Section 66 {2), is therefore not warranted by the Act. 

Ho reference may be made to the High Court on a question of fact. 
The Commissioner, under these provisions, may therefore only withhold 
an application for a reference to the High Court if he considers that a 
point of law is not involved. If he does withhold it on that ground, the 
applicant under sub-section (5) may apply to the High Court, within 
BIX months from the date on which he is served with notice of the refusal 
to make a reference for a mandamus requiring the Commissioner to 
state a case, and if the High Court issues such a requisition, the Commis- 
sioner must state a case. 

The Commissioner retains the power to state a case to the High Court 
on his own motion or on a reference from any income-tax authority sub- 
ordinate to him. Ho authority other than the Commissioner is authoris- 
ed to state a case for the High Court. 
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Tlie applicatioa for a reference must be made by tbe assessee witbin 
one month of the passing of an appeUate order, and the reference to the 
High Court must be made by the Commissioner within one montti ot 
the receipt of the application. 

100. Assessment of insurance companies. — ^TJnder section 59 {2) (fi) 
special rules have been made prescribing the manner in which ana the 
procsduTB by 'vrliicli, inconi©, profits £iiid sliull be urrivod Jit in tno 

case of insurance companies. The rules so made are rules 25 to 32 while 
rule 35 deals with the particular case of non-resident companies.' 

Under these rules the income, profits and gains of life assurance com- 
panies incorporated in British India are determined by taking the annual 
average of the total profits disclosed by the last actuarial valu- 
ation, adding thereto any deductions made from the gross income in 
arriving at tlie actuarial valuation which are not admissible under the 
income-tax Act and adding also any Indian income-tax deducted from 
or paid on income derived from investments before such income is re- 
ceived. If the Indian income-tax deducted at the source from interest 
on investments exceeds the tax on profits thus calculated, a refund is 
permitted of the amount by which the deduction from interest on invest- 
ments exceeds the tax payable on profits. The same provisions under 
rule 26 apply also to the determination of the income, profits and gains 
derived from the annuity and capital redemption business of life assur- 
ance companies, the profits of which can be ascertained from the results 
of an actuarial valuation. 

Tor the purpose of refimd in such cases it is tbe annual average of the 
tax deducted from the interest on the company’s investments at the 
source that is to be taken and not, as has been sometimes claimed by in- 
surance companies, the tax actually paid during a particular year of 
assessment. The reason for this is obvious. The method of assessment 
based on the previous valuation is itself a concession which, if the com- 
panies wish to enjoy, they must take as a whole. If there were to be u- 
subsequent re-adjustment with reference to any of the transactions in the 
current actuarial period, this would have to be made after the period eras 
closed with reference to the transactions of the company as a whole during 
that period, but this course would obviously not be suitable as it would 
mean very long deferred adjustments. 

In other classes of insurance business (fire, marine, motor car, burg- 
lary, etc.), an annual calculation of profits is practicable, and rule 29 
provides in the case of those particular businesses for tlie method of 
treating sums placed by companies carrying on some or all of these 
branches of insurance business to reserves for unexpired risks. The 
reasons underlying the concession granted in this rule should be carefully 
noted. The profits derived, for instance, by a Tire Insurance Company 
from the premia which it receives cannot be finally detei’inined until the 
pollen.-, .'Sued in return for the premia have expired and the risks to the 
company thereunder have terminated, and, as the periods during which 
tne risks endure uill not ordinarily coincide with the period on n^ich the 
ass^sment to income-tax is based, it is necessary to frame some estimate 
or the expenditure which the company will be called upon to incur owing 
tc the fact that the risks covered by its premium income in the rear ot 
assessment have not entirely ceased. With proper safeguards to prevent 
manipulation of the accounts, this estimate can equitably be made bv 
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placed by insurance companies carrying on these classes 
l^^siness to their reserves for nnespired risks as expenditure incurred 
solely for the pni^pose of earning the profits of the business. 'And v^hore, 
as not infre(juently occurs, the reserve is divided into two parts of which 
the first is intended to cover normal unexpired risks and is generally 
reckoned at a fixed percentage of the premiums, and the second is intended 
to cover exceptional losses from widespread calamities, the rule allow's 
this treatment to additions to both parts of the reserve. The safeguards 
against abuse which the rule imposes are as follows : — 

(1) All sums on account of nnexpired risks, wkicli a company 

wishes to have treated as expenditure for income-tax or 
super-tax purposes, must actually he credited to a h’und in 
the accounts of the Company ; 

(2) They must also be specifically appropriated to meet liabilities 

under existing contracts ; and 

(3) The contracts must be with policy-holders. 

The only other fund established by insurance companies for which 
special provision is made in the rules (Rule 30) is the Investment Re- 
serve Eund. Amounts actually credited by an insurance company of 
any kind in the ordinary accounts’ of its business for the accounting 
period to its Investment Reserve Eund for the purpose of meeting de- 
preciation in the value of its securities can be treated as expenditure in- 
curred for the purpose of earning the profits of the business in determin- 
ing the taxable income of the insurance company in that year. The 
reasons for this departure from the general rule that reserves are not 
allowed as a business expense are as follows : — In the first place it may 
be noted that these adjustments are not optional; the company is re- 
quired to make them in order to ensure that its assets are not overstated 
in the valuation. The transfer of sums by a Life Assurance Compiiny 
to Investment Reserve Eund differs, moreover, essentially from the 
placing of amounts to reserve (by a bank or ordinary commercial com- 
pany, either for the purpose of extending its business, or for the provi- 
sion of additional working capital : the sums thus placed to reserve are 
practically speaking composed of undistributed profits. There is also a 
BXibstantial difference between this transaction on the part of an In 
surance company, and that by which a bank writes off the depreciation 
of the securities which it holds. A bank meets depreciation by reducing 
its Reserve Eund : a Life Insurance Company meets it by reducing its. 
Life Assurance Eunds, and this reduction may be made either by writing 
down its assets or by leaving the assets unaltered, and setting up as a 
liability an Investment Reserve Eund equal to the depreciation. The 
latter course is usually adopted : but in both cases the depreciation is a 
loss, and to tax the amount of depreciation woxild lead to the anomalous 
result that the greater the loss to the company the greater would be the 
amount which it is required to place to its Investment Reserve Eund, and 
consequently the greater the tax it would have to pay. 

On the other hand should the accounts show a credit for “ apprecia- 
tion ” of assets, rule 30 provides for such appreciation being taxed. The 
words “ as has been otherwise taken into account ” in the latter portion 
of rule 30 mean “ having been carried to the life assurance fund or other- 
wise taken into account.’’ 
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The reason for the use of the word “may” instead of “ shall” in. 
rules 27, 29 and 30 is that while the concessions conferred by these rules 
should be granted as a general practice the income-tax* authorities retain 
a discretion to refuse them where the concessions have been abused. 

Companies carrying on Dividing Society or Assessment business are 
in a different position to the insurance companies proper in that they 
have not to build up funds similar to the Life Assiirance Lund of ordinary 
Life Assurance business, and their profits are not ordinarily ascertainable 
by actuarial valuation. It is necessary, therefore, to fix some arbitrary 
method of determining the taxable income of companies transacting these 
hinds of business, and under rule 31 this is done by taking 15 per cent, 
of the premium income in the “ previous year.” 




INIffiX TO INCOME-TAX MANUAL VOLUMES I AND 0. 

Abatements. (See Allowances — Exemptions.) 

Abu, Bistrict of, application of tbe Act to . . P. 1. 

Abwabs Case Eo.‘ 1, P. 2. 

Accounting method, for calculating assessable in- 
come . , . . S. 10 (3), 13, P. 12, 36, 

36. 

change of. Income-tax Officer 
' may sanction . • . . P. 36. ‘ 

Income-tax Officer’s discretion 
in regard to method . . P. 36. 

Accounting period, for determining assessable in- 
come (see “ Previous year ”) . S. 2 (11), 3, P. 5, 13. 

Accounts, failure by assessee to produce when 
called for, assessment how to be made 

in such cases S. 23 (4), P. 66, 67. 

procedure when failure not wilful, 
fresh assessment to be made . S. 27, P. 64. 
prosecution for failure . . . S. 51 (d), P. 66. 

right of appeal forfeited . . . S. 30 (7), Prov. P. 66. 

Income-tax Officer’s power to call for, 
issue of notice . . . . . S. 22 (4), P. 66. 

restriction on S. 22 (4), Prov., P. 66. 

^ Accrue,’ meaning of . . '. . . Case No. 4. 

Adjustment, system abolished . . . . P. 13. 

under section 19 of Act VII, 1918 . S. 68, Prov., P. 13. 

Administrator-General, liability of, for tax due by 

beneficiary . . . S. 41, P. 82. 

Advances of pay to Government Officer, exempt . P. 23. 

Agency rules 'P.22 (2) 

Agent, of non-resident, includes person treated as 

such by Income-tax Officer, after notice . S. 43, P. 84. 

Agents, assessable on behalf of non-residents. . S. 40, 42 (7), P. 14,50,' 

83, 84. 

Agricultural income. (See Indigo — Sugar— Tea and 

Cases Nos. 1, 2 and 3.) 
defined . . . . S. 2 (7), P. 2. 


2f.B . — “Cases ” have been printed in 'Volume II of the Income-tax Man» al. 
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Agricultoral income — contd. 

exempt . . . • 

Exemption not applicable 
to income from agriculture 
abroad . 

Forest or trees — Income de- 
rived from, when not 
liable .... 
income partly derived from 
agriculture, assessment of 

power of Central Board of 
Revenue to make rules for 
assessment of 

Agricultural produce, market value of 

Agricultural produce, sale of raw, by cultivator, etc., 

income from exempt 

Air Force, wound and injury pensions exempt 

Allowance, bsnefit or perquisite, special, exempt . 

, Allowances, House-rent, when exempt 

Allowances, inadmissible. (See Deductions from 

taxable income.) 

Allowances, in assessing business income ad- 
missible — 

bad debts (see ‘ Bad debts ’). 
borrowed capital, interest on . 
cesses, Bihar and Orissa Mining 
Settlements Act, 1920, levied under 

Jharia Water Supply Act, 1914, 
levied under .... 
debentures, interest on . 
depreciation on Ijuildings, machinery, 
plant or furniture, etc. 

insurance against loss of profits, pre- 
mium, when admissible 

insurance of buildings, etc. 
irrecoverable loans (see Bad debts) 
land revenue, local and municipal 
r.axes 

• • • • 

local rate or tax not dependent on 

profits 

obsolescence of machinery, etc. 


S. i (3) (vni), P. 2. 
S. 2(i),P.2. 

P. 2. 

R. 23, 24, p! 2. 

S. 59 (2) (o) (t). 

R. 24. ' 

P. 2. 

P. 16 (23), (24). 

S. 4 (3) (vi). 

P. 20. 


S. 10 (2) (m), P. 41. 

Case No. 13. 

Case No. 13. 

P. 41. 

S. 10 (2) (vf), P* ^3> 
•R. 8-9. 

P. 42. 

S. 10 (2) (iv), P. 42. 

S. 10 (2) (vni), P. 45, 50. 

P. 45, 50, Case No. 16. 

S.' 10 (2) (un), P. 44. 
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Allowances, in assessing business income ad- 
missible— confcZ. 

partners’ capital, interest on, when 

admissible P. 41. 

pensions to ex-employees . . P. 46. 

Provident funds, employers’ contri- 
butions, when permissible . . P. 46. 

rent of premises . . . . S. 10 (2) (i), P. 39. 

repairs to machinery, plant or furni- 

•Gxne S. 10 (2) (ij). 

repairs to premises . . . S. 10 (2) (ii), (■y), P. 40. 

reserve, sums placed to a pension 

when permissible . . . P. 46. 

superanmiation funds, sums contri- 
buted to by employers, Avhen per- 
missible P. 46. 

Allowances in assessing income from other sources 

admissible . . . . . S. 12 (2), P. 49. 

interest on loan raised to purchase 

securities . . . . . P. 49. 

Banlcer’s certificate . . . P. 49. 


Allowances in assessing professional earnings, 

admissible . . . . S. 11 (2), P. 50. 


Allowances, in assessing property, admissible — 

collection charges .... 

not to exceed 6 per cent, 
ground rent . . . . * • 

insurance ..... 
insurance against loss of rent, pre- 
mium, when admissible 
land revenue ..... 
mortgages, interest due under . 

repairs 

vacancies . . . . • 


S. 9 (1) (m), P. 32. 

R 7 

S. 9 (2) {iv) & (i;), 
P. 60. 

S. 9 (i) (in), P. &1. 

P. 31. 

s’ 9 (2) (1)), P. 50. 

S. 9 (2) (iv), P. 31. 

S. 9 (2) {i) & (u), P. 30. 

S. 9 (2) {vii), P. 33. 


iUlowances in assessing property, inadmissible 


P. 29, 50. 


Allowances, leave, paid in United Kingdom when 
liable . . . • • 

Amortisation of capital, depreciation on account of, 

inadmissible 

Angul, District of, application of the Act to . 

income of persons, other than 
persons in the service of the 
Government, residing in, 
exempt . . . • 


P. 25 (see Exemptions). 

P. 43. 

P. 1. 


P. 16 {26). 
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Animal valo0j of houso property, defined . . 9 (2), P. 28. 

of house property in owner’s resi- 
dential occupation, defined . S. 9 (2), Prov., P. 28. 

Annuity, deferred, exemption . . • . S. 7 (I), Prov., P. 10, 53. 

Ann uity, included in term “ salary ” . . . S. 7 (I), P . 23. 

Annuity, under will, liable . . . . , P. 21. 

Annuity and capital redemption business, profits 

how calculated . . . . R. 26, P. 100. 

Appeal, to Assistant Commissioner — 

against assessment . . . . . S, 30 (7), P. 75. 

against decision regarding accounting 
method . . . . . , P. 36. 

against penalty for concealment of in- 
come . . . . . . S. 30 (7), P. 75. 

against penalty for failure to notify dis- 
continuance of business . . . S. 30 (7), P. 75. 

against refusal to re-assess . . . S. 30 (7), P. 64. 

Appeal, to Commissioner — 

against enhancement of tax by Assistant 
Commissioner . . . . . S. 32 (7), P. 77. 

against penalty for concealment of income S. 32 (7), P. 77. 

Appeal, forfeiture of right of . . . . S. 30 (7), Prov., P. 64,' 

66. 

form of . • . . . ... S. 30 (5), 32 (2), K. 21, 

22. 

fresh assessment on . . . . S. 31 (<?) (b). 

hearing of S. 31 (7), P. 76. 

adjournment of hearing . . . S. 31 (7). 

inquiry on S. 31 (2), P. 76. 

limitation S. 30 (2), 32 (7). 

suspension of payment of tax pending dis- 
posal of S. 45, P. 87. 

verification S. 30 (3), 32 (2), P. 75, 

R. 21, 22. 

Appeal, departmental, to Local Government by 

Assistant Commissioner or 
Income-tax Officer . . P. 22. 

Appellate powers, of Assistant Commissioner . S. 31 (2), (3), P. 76. 
of Commissioner . . . S. 32 (5). 

Application of Income-tax Act. (See Exemptions.) 

Appointment of Assistant Commissioner . . S. 5 (4), (5), P. 22 (2). 

of the Central Board of Revenue . P. 22 (7). 
of Commissioner . . . . S. 5 (3), (5), P. 22 (2). 
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Appointment— conirf. 

of Income-tax Officers . . . S. 5 (4), {5), P. 22 (2), 

(4). 

Appointments, approval of Local Government when 

required p. 22 {2). 

Arrear o! rent o! land, interest on — when liable to 

income-tax , , . P. 2. 

Assessee, defined S. 2 (2), P. 3. 

personal attendance of , . . S. 23 (2), 61, P. 68, 88. 

personal expenses of, deduction in- 
admissible P 37. 

representation of, in proceedings . . S. 61, P. 68. 

returns, must be signed bv . . . P, 68. 

Assessment, S. 23. 

cancellation of, by Assistant Commis- 
sioner on appeal . . . . S. 31 (5). 

cancellation of, by Income-tax Officer, 
when sufficient cause shown . . S. 27, P, 64. 

confirmation of, on appeal . . vS. 31 (3). 

discontinuance of business . . S. 25 (2), (2), P. 71. 

enliancement of, by Assistant Com- 
missioner on appeal . . . S. 31 (3) (a), P. 76. 

appeal against such order , . S. 32, P. 77. 

appellant to show cause against 
order of enhancement . . S. 31 (3), Prov. 

fresh assessment, on appeal . . S. 31 (3) (6). 

fresh assessment when sufficient cause 
shown, by Income-tax Officer . S. 27, P. 64. 

appeal against refusal to make 
fresh assessment . . . S. 30 (2), P. 75. 

income escaping assessment, method 

of assessing . . . . S. 34, P. 79. 

mistakes in, rectification of . . S. 35, P. 80. 

order of . . . • . S. 23 (3). 

copy of, to be granted free . P. 73. 
place of ..... S. 64, P. 98. 

Assets, wasting, depreciation on, inadmissible . P.43. 

i^sistant Commissioner, appeal to, against assess- 
ment, penalty fox con- 
cealment, or .failure to 
give notice of disconti- 
nuance of business, or 
refusal to make fresh 

assessment . . S. 30 (2), P. 36, 64, 66, 

75. 
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Assistant Commissioner— contd- 

appeal to 

forfeiture of right of 
form of . 

fresh assessment on . 
hearing of 

adjournment of 
liearing . 
inquiry on 
limitation 

extension of, by 
Assistant Com- 
missioner . 
suspension of pay- 
ment of tax pend- 
ing disposal of 
verification of . 

appeal to Commissioner 
against orders of, en- 
hancing assessment or 
imposing penalty for 
concealment of income 

appellate powers of. 

appellant to show cause 
against enliancement . 

appointment of, by Central 
Board of Revenue 

appointment of, by Com- 
missioner . 
subject to control of 
Governor - General, 
exercised through 
Local Goverimient 

Commissioner may direct 
to exercise powers of 
Income-tax Ofificer 

Commissioner may exer- 
cise powers of 

defined .... 

dismissal of, atipeal to 
Local Government 

increment of pay, appeal 
to Local Government 
against order withhold- 
ing . 


S. 30 (7), Prov., P. 66, 
75. 

S. 30 (3), R. 21, P. 75. 

S. 31 (3) (6). 

S. 31 (7), P. 76, 77. 

S. 31 (7). 

S. 31 (2), P. 76. 

S. 30 (2). 


S. 30 (2). 


S. 45, P. 87. 

S. 30 (3), R. 21. 


S. 32, P. 77. 

S. 31 (3), P. 76. 

S. 31 (3), Prov. 

S. 5 (o). 

S. 5 (4). 


8. 5 (4), P. 22 (2). 


S. 5 (4). 


S. 5 (4). 
S. 2 (3). 


P 22 (2). 

P. 22. 
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Assistant Commissioner — concU. 

Power to call for return of 
members of firm or 
Hindu Undivided 
family 

power to call for return of 
names of beneficiaries, 
power to compound 
offence 

power to direct assess- 
ment of resident on 
profits of non-resident . 
power to impose penalty 
for concealment of in- 
come 

copy of order to be sent 
to Income-tax Officer 
power to inspect register 
of sbarebolders, etc., of 
company . 

power to issue commis- 
sions for tbe examina- 
tion of witnesses 
power to order prosecu- 
tions .... 
power to stay prosecu- 
tions .... 
power to summon docu- 
ments and witnesses 
power to take evidence 
on oath 

proceedings before, are 
judicial proceedings 


S. 38 (7). 

S. 38 (2). 

S. 53 (2), P. 90. 


S. 42 (2). 


S. 28 (7), P. 65. 

S. 28 (2). 

S. 39, P. 67. 

S. 37 (c), P. 67. 

S. 53 (7), P. 65, 90. 
S. 53 (2), P. 90. 

S. 37 (a), (6), P. 67. 
S. 37 (6). 

S. 37, P. 67. 


Association, liability to tax of 

principal officer of, defined 
return of employes by 
service of notice on . 


S. 3, 55, 56, 63 (2), P. 3. 
S. 2 (72), P. 6. 

S. 21, R. 17. 

S. 63 (2). 


Assurance. (See Insurance.) 

Auditors, approved, profit and loss statement by . P. 66. 

Authorities S. 5, P. 22. 

Bad debts, deduction not permissible if accounts 

kept on cash basis . . . . P. 35. 

deduction permissible if accounts kept 
on mercantile basis ♦ . . P. 35. 



debts—conid. 

^oans, irreeoverabJp ^ j ' 
permissible ‘deduction ^vben 

'5 foreign • . P, 3^ 


^auction Mt Perml’ -M “ to 

shoot, . "■ 

()y°reas““““ “* taxaMc m„, , 

.... •""““'> of '-tey in »eroly 

^ E^ldonatiot 

I 


P. 16 (4), 


oanjr, secnWf^„ 7 , , ' • . p 

• J. • 


^oofctionof- 

certifioato by .' p 

^ecm-ifcies ^ "deduction of intere.f ' 

of^ecuriSr 

F-30. 


^roeoverabJe Joan 

Cantons, 

P- 38. 


®aroda Canf _ «f^^nissib]e 

®eneacisria5 trust "““'^aWc 

^^pnouJ7ZZ° " ■' ' 

®i*ahsnr Z 

*“'■ Sugar Conooo, ' ' 

iorsor,,,-.. '”’ 


•■• ^0- «. P. 82. 
P-1. 

r SJ. Dhietration ei 
C.asejfo.2. 


®oa»s fa “PPication of,, 

services rondor n ‘» 

to"‘®'’«en,pJ„ "^-“‘exempt , 

Boohs, au^b .' • • ““'“o dodue! 

’ auobors’ nrnflv. 

®ooi:-n33^ ^®sessabJe 

‘*^®rs, pro^^g ... 

^0 ^ssessabie 


P.P 
P- 2J. 

P. 46. 

• ^Pusf.ration 

• P. 97 T77 ' 

^ > ^^^stration (sy 
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Book profits and losses, enter into calculation of 

income on mercantile 
system . . 

I 

Borrowed capital, interest on, (See Allowances.) 

Britisli Baluchistan, application of the Act to 

British Indian Subject, income paid to, outside 

British India, when 
chargeable , 

Buildings. (See Allowances, Deductions from tax- 
able income, Property). 

Burglary Insurance Company, assessment of 

Business, assessment of profits from. (See Allow- 
ances, Deductions from taxable in- 
come — Exemptions), 
casual gains from, assessable 

meaning and examples of — , 
change of ownership, assessment , 
deductions admissible in assessing. (See 
Allowances.) 

deductions inadmissible in assessing, 
(see Deductions from taxable income) . 
definition of .... . 

income from mining rents and royal- 
ties not “ income from business ” 
discontinuance of, assessment, (business 
assessed under Act of 1918) 
discontinuance of, assessment,, (busi- 
, nesses commenced after March 1922) . 
discontinuance of, assessment, notice to 
be given to assessee .... 

discontinuance of, assessment on period 
subsequent to end of previous year, 
discretionary ..... 

discontinuance of, notice to be given by 
assessee ...... 

penalty for failure to give notice 
appeal against penalty 
discontinuance of, recovery of tax 

Business abroad. (See Non-residents.) 

Business abroad, profits and gains of, when taxable 


<9 


P. 35. 


S. 1 {2), P. 1. 


S. 7 (2), P. 1, 14, 24. 


P. 100. 


S. 4 (5) (viii), P, 21, Case 
No. 24. 

Case Nos. 22 & 24. 

S. 26, P. 71, 72. 


P. 37. 

S. 2 (4). 

Case No. 6. 

S. 25 (5), P. 13,’ 71. 

S. 25 (1), P. 13, 71. 

S. 25 (4). 

P. 13. 

S. 25 (2). 

S. 25 (2). 

S. 30 (1), P. 76. 

S. 44, P. 71. 

> * 


S. 4 (2), P. 14. 
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Business connection in British India. (See Non- 
residents). 

Business expenses (see Allowances, Deductions 
^ from taxable income.) 

Business premises (see Allowances, Deductions from 
taxable income), 
amiual value of, not taxable 
under “ Property ” 

Businesses, branch, power of Income-tax Officer . 
new, assessment of . 


Cancellation of assessment, on appeal . 

when cause is shown 


Cancellation of order enhancing assessment, by 
Commissioner . ^ . 


Cancellation of order imposing penalty, by Assis- 
tant Com- 
missioner 
by Com- 
missioner 

Capital (see Allowances, Deductions from taxable 
income). 


Capital, borrowed, subscriptions to certain hlutual 
Benefit societies included in . 


Capital expenditure, inadmissible 

Capital, imported into British India, not liable 

Cash basis, of accountancy . . . . . 

Casual receipts, when exempt .... 

examples .... 

Central Board of Revenue, defined 

functions of 

power to appoint As- 
sistant Commission- 
ers, Commissioners 
and Income-tax 
• Officers . 

power to declare foreign 
association to be a 
Company 


O 


S. 9 (7), P. 27. 

S. 64 (4), P. 22 [4), 61. 

P. 68. 

S. 31 (3) (c). 

S. 27, P. 64. 

S. 32 (3). 

S. 31 (3) (c). 

S. 32 (3). 

B, 10 (2) (Hi), Explana.* 
tion, P. 41. 

P. 37. 

P. 14. 

P, 12, 35. 

S. 4 (3) (vii), P. 21. 

P. 21, Case No. 12. 

S. 2 (4A) 

P. 22. 


S. 5 {5), P. 22. 
S. 2 (3), P. 4. 
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Central Board o£ Revenne — contd. 

powex to define previous ' 
year in certain cases, 
and to delegate sucli 
power . . . S. 2 (72) (6), P. 5. 

power to determine 
place of assessment . S. 64 (3), P. 98. 
assessee to be beard S. 64 (3), Prov., P. 98. 
power to direct to whom 
tax deducted from 
salaries and interest 
on securities, should 

be paid . . . S. 18 (3), 46 (5), R. 10-12, 

P. 87. 

power to make rules . S. 59, P. 22, 94. 
power to prescribe Mu- 
tual Benefit Societies S. 10 {2) {Hi), Explana- 
tion, P. 41. 

power to prescribe per- 
son who should 
make retnrns of em- 
ployees . . . S. 21, R. 15, P. 61. 

Central India, British administered areas in, appli- 
cation of the Act to . - . P. 1. 

Change of ownership S. 26, P. 71, 72. 

recovery of tax . . . S. 44, P. 71. 

Charges. (See Allowances, Deductions from taxable 
income.) 

Charging sections. Income tax . . . . S. 3, P. 3. 

Super-tax . . . . S. 65, P. 3. 

i; 

Charitable Institution, voluntary contributions to, 

exempt . . . S. 4 (3) (n), P. 17. 

Charitable Institutions, purposes and trusts, ex- 
emption applies if in- 

come set aside for, need 
not be actually spent in 
year of accormt . . P. 17. 

Charitable or religious purpose, income from, liable 

before the property was 
settled .... Case No. 10. 
profits of trading set apart 
for — not exempt . . Case No. 17. 

Charitable purposes, defined . . . , S. 4 (3) ad fin. 



12 


Charitable purposes — contd. 

income from property held for, 
when exempt . . . S. 4- (3) {i) (n), P. 17. 


Charity, expenditure on, inadmissible as a deduc- 
tion • . • • • • • . P. 37. 


Civil Court, portion of salary withheld under order 
of, taxable ..... 


Civil Courts, jurisdiction barred . . . . 

prohibited from summoning income- 
tax records .... 


P. 23. 

S. 67. 

S. 54 (7). 


Coal, depreciation on, as a wasting asset, inad- 
missible . . . . . . P. 43. 


Coal Mines, cesses levied under the Bihar and 
Orissa Mining Settlements Act, 1920, 
and Jharia Water Supply Act, 1914, 
admissible as business expense . Case No, 13. 
shafts, tramways, sidings, depreciation 
allowances . . . . . P. 42. 


Collection charges, allowances for . . . S. 9 (1) (vi), P. 32. 

maximum of 6 per cent. . . S. 9 (1) (vi), K. 7, P. 32. 

Collection o£ tax. (See Kecovery.) 

Collector, recovery of tax by . . . . S, 46 (2), P. 87. 


Colonial Treasuries, salary, etc., drawn at, by 

Officer on duty or leave . P. 16 (19) & (20). 

Commission, included in “ Salaries ” . . . S. 7 (1). 

partner’s, inadmissible as a deduc- 
tion P. 41. 

Commission, issue of S. 37 (c), P. 67. 

Commissioner of Income-tax, appeals to. (See Ap- 
peals.) 

appointment of, by 
Central Board of 

Revenue. . . S. 5 (5), P. 22 (2). 

appointment of, by 
Governor-General S. 5 (d), P. 22 (2). 

recommendation of 
Local Govern- 
ment to be con- 
sidered . . S. 5 (3). 
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Commissioner o! Income-tax — contd. 

Assistant Commis- 
sioners and In- 
come-tax Officers 
appointed by, and 
subordinate to 
definition of 
functions of 
powers . 

appellate powers . 
power to appoint 
Assistant Com- 
missioners and 
Income-tax Officers 
control of Local 
Government . 
power to determine 
place of assessment 
in case of dispute . 
assessee to be 
beard 

power to determine 
‘‘ previous year ” . 
power to direct that 
powers of Assist- 
ant Commissioner 
and Income-tax 
Officer ,sbaU be 
exercised by Com- 
missioner and 
Assistant Com- 
missioner 

power to direct re- 
covery of arrears 
of income-tax like 
municipal tax or 
local rate and by 
what authority 
power to issue com- 
mission 

power to levy penalty 
for concealing in- 
come . 

copy of order to be 
sent to Income- 
tax Officer, 
power to refer case 
to High Court 


S. 5 [4). P. 22 {2). 

S. 2(5). • 

P. 22 {2). 

S. 32, P. 77. 

S. 5 (4), P. 22 (2). 

P- 22 (2). 

S. 64 (3), P. 98. 

S. 64 (3). Prov., P. 98. 
S. 2 {11) [b), P. 5. 


S. 5 (4), P. 22 (2). 


S. 46 (3) & (4), P. 87. 
S. 37 (c). 


S. 28 (!) P. 65. 

S. 28 (2) 

S. 66, P. 99. 
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CommissioiiGr oJ Inconi3-tax — concld, 

may allow interest 
on refund in such 
oases 

power to sanction 
prosecution for dis- 
closure of informa- 
tion by public 
servant 

power to summon 
witnesses and do- 
cuments 

power to take evi- 
dence on oath 

powers of review, (see 
Keview powers) 

Commissioner, proceedings before, are Judicial pro- 
ceedings - . . . . 

Company, assurance, (see Insurance Company). 

defined ...... 

flotation expenses (see Shares, cost of 
Issuing). 

preparation and submission of annual 
returns of inoome .... 

preparation and submission of .annual 
returns of salaries . . . .- 

principal officer of, to furnish certificates 
of deduction of income-tax, to share- 
holders 

profits of, assessed at maximum rate 
register of members of, power of income- 
tax authorities to inspect . , 

list of members not to be called for 
shareholder in, refund of income-tax to , 

super-tax, liability to . 
charged at fiat rate .... 

Compensation for death or injuries, sums paid as, 

not liable 


Composition oi ofiences may be made before pro- 
ceedings instituted . 

Composition oi tax, not allowed .... 

imder old Act remains in force 


S. 66 {7), Prov." 


S. U {2), Prov. 


S. 37 (6). 

S. 37 (a) 

S. 33, P. 22 (2), 78. 


S. 37. 


S. 2 [6), P. 4. 


S. 22 {!), P. 62, 64,^65, 
E. 18. 

< 

S. 21, R. 16, 17, P. 61. 


S. 20, E. 14, P. 60, 88. 
Fin. Act, P. 60. 

S. 39, P. 67. 

P. 67. 

S. 48 (7), E. 14, 37, 38, 
P. 10, 66, 60, 88. 

S. 55, P. 11, 92. 

Fin. Act, P. 92. 


S. 4 (3) (v), P. 16. S. 
53 (2), P. 90. 


P. 90. 

P. 95. 
P. 95. 
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Concealment of income, penalty for . . . S. 28 (1), P. 64, 66. 

' appeal against . . S. 30 (1), 32 (i), P.T^ 77. 

prosecution for . . S. 61 (c), P. 64. 

Consignment business (see Non-residents). 

Consignments, Income-tax Officer not to call for 

statement of from Railway 

Company P. 67. 

Consular employees (see Exemptions). 

Consuls, foreign (see Exemptions). 

Contract of indemnity loss recoverable under, in- 
admissible . . . P. 37. 

Contracts, Wagering — ^Profits from — taxable . Case No. 23. 


Co-operative societies, dividends of, emempt from 

income-tax . . . P. 16. 

liable to super-tax . . P. 16. 

interest on securities held 
by, liable to income-tax . P. 16. 
profits of, exempt from 
income-tax . . . P. 16. 

liable to super-tax . . P. 16. 

Copies, of assessment orders, to be granted free . P. 73. 


Courts, civH, jurisdiction barred . . . . S. 69. 

receiver appointed by, taxable on 
behalf of estate . . . . S. 41, P. 82. 

indemnification of . . . . S. 65. 

salaries withheld under orders of, 

liabihty to tax . . . . P. 23. 


Court, High, (see High Court). 

Courts of Wards, chargeable to tax 
indemnification of 


S. 41, P. 82. 
S. 66. 


Cultivator, proceeds of sale of raw produce by, 

exempt . . . . . . P. 2. 

Death or injuries, compensation for, not liable , S. 4 (5) {v), P. 16. 

Debenture-holders, register of, power of Assistant 

Commissioner and Income- 
tax Officer to inspect . . . S 39, P. 67. 

prosecution for refusing to allow 
inspection, etc. . , . S. 61 (e). 
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Debentures, foreign, interest on, when liable. 1 15. 

Defluction of income-tax (see Eefunds). 

omission to deduct direct 
levy of tax . . S. 19, P. 66 . 

Defluction of income-tax from interest on securities S. 18 (<3), P. 21, 26, 58. 
failure to deduct, personal liability . . S. 18 (7), P. 56. 

prosecution . . . . . . S. 61 (a), 

sums deducted, certificate of . . . S. 18 (9), R. 13, P. 58. 

prosecution for failure to furnish . . S. 51 (6). 

from salaries .• . . . . . S. 18 (2), P. 23; 63, 57. 

arrears of tax, deduction of . . . S. 46 (5), P. 87. 

failure to deduct, personal liability . . S. 18 (7), P. 56. 

prosecution. . . . . . S. 51 (a), 

minimum income for deduction . . S. 21 (a), R. 16. 

power to adjust excess or deficiency . . S. 18 ( 2 ), P. 57. 

recovery by other methods, not barred. . S. 18 {8). 
sums deducted, included in taxable income . S. 18 (4), P. 54. 
sums deducted, payment of, to credit of 

Government S. 18 (6), R. 10 - 12 . 

sums deducted, treated as tax paid , . S. 18 ( 5 ), P. 56. 

credit to be given in assessment of follow- 
ing year S. 18 (5), P. 56. 

Defluction of super-tax, from dividend payable to 

non-resident . . . S. 57 ( 2 ), P. 93 . 

Deductions from annual value, what admissible . S. 9 (1), P. 29, 60. 

Deductions, from taxable, income admissible (see 
Allowances, Exemptions). 

Deductions, from taxable income, inadmissible, 
examples of : — 

amortisation of capital, depreciation for. • . P. 43 . 

assets, cost of addition, alteration, extension, 

etc. P. 37 . 

bonus to retiring employees . . . . P. 46. 

brokerage on loans (in assessing property) , P. 29. 

capital expenditure P. 37 . 

cesses (in assessing income from mining royal- 

50 Case No. 6 . 

charity, expenditure on . . . . P. 37 . 

commission, partners . . . . . P. 41 

compensatory local allowance . . . P. 20.* 

cutch exchange compensation allowance . P. 20. 
depreciation, ex(^pt as allowed in S. 10 (2) (w) R. 8 , P. 37 , 43 . 
expenditure not incurred solely for the purpose 
of earning the profits taxed . . . p. 37 ^ 
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Deductions, from taxable income, inadmissible, 

examples of ; — contd. 

income-tax ...... 

y income-tax and excess profits duty paid in 

England 

legal charges relating to loans, etc. 
losses of previous years .... 
municipal and local rates (in assessing pro- 
perty) . ^ 

partners’ drawings, pensions and salaries 
partners’ capital, interest on . . . 

pensions, ex-partners’ 

private or personal expenditure 

rental value of business premises owned by 

assesses 

reserve for bad debts, or equalisation of 

dividends 

reserve, insurance 

rolling stock of railways, depreciation on 

salaries, partners’ 

super-tax 

taxes conditional on earning profits 
taxes except land revenue and local rates or 
municipal taxes on business premises . 
taxes paid abroad ..... 

wasting assets, depreciation on . . . 

Default, in making return or producing accounts, 
etc. — 

forfeiture of right of appeal .... 
method of assessment 

Default, in payment of tax — 

penalty for default ..... 
personal Hability in case of failure to deduct 

tax at source 

prosecution for . 
recovery of tax from defaulter 


P.37. 

P. 50, Case No. 7. 
P.29. 

P. 37. 

P. 29. 

P. 37, P. 46, Case No. 15. 
P. 37, Case No. 19- 

P. 37, 46. 

S. 11 (2), 12 (2), P. 37. 

P. 37. 

P. 37. 

P. 42. 

P; 43. 

P. 37. 

P. 37. 

P, 50, Case No. 6. 

P. 37. 

P. 50, Case No. 7. 

P.43. ■ 


S. 30 (2), Prov., P. 64, 66. 
S. 23 (4).. 

S. 46 (2), P*. 87. 

S. 18 (7), P. 56. 

S. 51 {a), P. 56 . 

S. 46, P. 87. 


Deferred annuity, deduction towards, exempt . S. 7 (2) Prov., P. 10, 53. 


Definitions— 

Agricultural income 
' Assessee 

Assistant Commissioner 
Business 
Commissioner 
Company . 

Income-tax Officer 


S. 2 (2), P. 2. 
S. 2 (2), P. 3. 
S. 2 (3). 

S. 2 (4). 

S.2 (5). 

S. 2 (6), P. 4. 
S.'2 (7). 
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Definitions — contd. 
Magistrate . 

Person 
Prescried . 
Previous year 
Principal Officer . 
Public Servant 
Eegistered firm . 
Total income 
Unregistered firm 

Demand, notice of 

prompt issue of 


S:2(8). 

S. 2 (9), P. 3. 

S. 2 (10). 

S. 2 (11), P. 5. 

S. 2 (12), P. 6. 
S.2(23),P. 8. 

S. 2(M),P.9. 

S. 2 (15), P. 10. 

S. 2 (16), P.9. 

S. 29, R. 20, P. 74, 87. 
P. 87. 


Depreciation. (See Allowances, Deductions from 
taxable income.) 

aggregate allowances, not to exceed 
original cost .... 
calculated on cost to assessce 
claim to be supported by account . 
excess of — over profits may be 
carried forward .... 

rates of .... . 

to be allowed in full, when profits 
permit 

t 

Disclosure of information by public servant — 
prosecution for . 

sanction to ..... . 

Discontinued business, assessment of . 

notice of discontinuance 
penalty for failure to give 
notice 

appeal against penalty 
recovery of tax . 


S. 10 (2) (vi), Prov. (c). 
P. 43. 

P. 43. 

S. 10 (2) (vi), Prov. (6). 

P. 43. 

R,. 8. 

P. 43. 


S. 54 (2), P. 91. 

S. 54 (2), Prov. 

S. 25 (1), (2), (3), (4), 
P. 13, 71. 

S. 25 (2), P. 71. 

S. 25 (2). 

S. 30 (1), P. 75. 

S. 44, P. 71. 


Discontinued firm or partnership, liability of mem- 
bers . . S. 44, P. 71. 

Dismissal, Appeal by Assistant Commissioner or 
Income-tax Officer to Local Govern- 
ment against P, 22. 

District Board, included in “ Local Authorities ” . P. 7. 


Dividend, certificate to be furnished to recipient by 

Principal Officer of Company . . S. 20, P. 60, 88. 
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Dividend — contd. 

Duplicates of certificates when ac- 
cepted 

form of certificate .... 
prosecution for failure to fumisli . 
income-tax on, not payable by sbare- 
bolder ...... 

refund of 

super-tax on, payable by sbarebolder 
tea-companies, 25 per cent, of, from, to 
be included in sbarebolders’ total 
income 

Dividing Society, assessment of . 

Documents. (See Evidence.) 

Double income-tax, relief iu case of income taxed 
both in tbe United Kingdom and British 
India 

Drawings, partners’. (See Deductions from taxable 
income.) 

•Education, scholarships granted co meet the cost of, 
exempt ..... 

Electric tramways, rates of depreciation 

Employers, return of employees to be furnished by 
prosecution for failure to furnish 

Evidence, power of Commissioner, Assistant Com- 
missioner and Income-tax OflS.cer to 
summon persons and documents, issue 
commissions and take evidence on 
oath ...... 

power of Income-tax Officer to call on 
assessee to produce .... 

failure to produce, forfeiture of right of 
appeal ...... 

prosecution for failure .... 

Exchange, profits from dealings in — when liable . 

Exemptions from income and super-tax — 

agent in British India of Indian Prince or 
State, official allowance paid to 


P. 60. 

E. 14, P. 60. 

S. 51 (6). 

S. 14 {2) (a), P. 10. 
S.48 (1),E. 36-40, P.88. 
S. 55, P. 92. 


P. 2. 

P. 100. 


S. 49, P. 89. 


P. 16 (3), 17. 

R. 8 (d). 

S. 21, R. 15-17, P. 61. 
S. 51 (c). 


S. 37, P. 67 , 84, Case 
No. 18. 

i 

S. 22 (4), 23 (2), P. 66, 
67, 84, Case No. 18. 

S. 23 (4), P. 67. 

S. 51 (4), P. 66. 

Case No. 12. 


P. 16 (7). 
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Exemptions from income and super tax — conid. 
agricultural income . . . • ^ • 

exemption not applicable to income from 
agriculture abroad .... 
agricultural produce, raw, sale of, by culti- 
vator, etc., income from, exempt 
.. allowance or perquisite, special 

allowance, Victoria Cross, Military Cross, Order 
of British India, Indian Order of Merit 
casual or non-recurring receipts 
charitable or religious institutions, income 
from voluntary contributions 
charitable or religious purpose, income derived 
from property held for . 

exemption not applicable to income from 
business . . 

Colonial Treasury, leave allowance or salary 
drawn from ...... 

Colonial Treasury, pensions drawn from. 
Consuls, Eepresentatives and Consular em- 
ployees, foreign, official salaries and fees of 
inapplicable to residents in India . 
Co-operative Societies, *profits of (but not 
interest on securities) .... 

death or injuries, compensation for 
deferred annuity* — sums deducted by Govern- 
ment from salary to provide 
included in total income 
Hmit of one-sixth of salary 
Delhi Camp and Moving Allowance 
District of Angul, persons, other than persons 
in the service of the Government, residing 
in the, income of 

dividend* received by shareholder, if company 

taxed 

included in total income .... 
education, scholarship for . 

educational institution, income of, from fees, 

etc 

Government of India securities, held by 
Indian Chiefs and Princes in special form, 
interest on . . . , . , . 

Government of India securities, purchased 
through Post Office, interest on 
included in total income . ■ . 


S. 4 (5) (mii), P. 2. 

S, 2, (J) P. 2. 

P. 2. 

S.’4 ’(5) (w). 

P.16 (5). ' 

S. 4 (3) (mi), P. 21. 

S. 4 (3) {ii), P. 17. 

S. 4 (3) (i), P. 17. 

Case No. 17. 

P. 16 {19). 

P. 16 (20). 

P. 16 (7). 

P. 16. 

P. 16. 

S. 4 (3) (u). 

S. 7 (7), Prov., P. 10, 53. 
S. 16 (7), P. 10. 

S. 7 (7), Prov. 

P. 20. 


P. 16 (26). 

S. 14 {2) {a). 
S. 16 (7). 

P. 16 (3), 17. 

P. 16 (9). 


P. 16 (6). 

P. 16. 

P. 16. 


* Not exempt from super-tax. 







21 


Exemptions'^ from income and super-tax — cotud. 
Government of India Securities,* tax-free, 
interest on . . . , _ , 

included in total income .... 
Governor-General may exempt income or 

reduce the rate 

gratuities granted to Royal Engineer Officers 
of the Survey or Railway Departments and 
Indian Army Officers of the Survey Depart- 
ment . 

gratuties granted to surplus Militar}’’ Assistant 

Surgeons 

gratuities paid from Railway Provident Fund 
gratuities, wound or injury — 
granted to officers and others 
granted to widows, children, etc., of officers 

and others 

Hindu Undivided Family, share of income of, 
not included in total income of member 
not liable to super-tax .... 
Indian Prince or State, agent of, official allow- 
ance paid to, in British India 
Indian State, salary and allowance of officers 
deputed by, for training in British India 
injuries, compensation for . 
injury gratuities. (See gratuities, wound, 
above.) 

insurance policy, sum paid in commutation of 
insurance premia, fire 

insurance premia,* life .... 
abatement may be allowed by persons or 
officers paying salaries .... 
abatement may be allowed if claimed within 

six months 

included in total income .... 
limit of one-sixth of total income 
invalid pensions. (See pensions below.) 
leave allowance or salary of Government 
officer paid in United Kingdom or Colonies 
Light house keepers in the Rea Sea, salaries of 
local authority, income of . 

Mysore Durbar bonds, 1920-1921 . 
pension, sum paid in commutation of 
pensions, drawn in Colonies or United King- 
dom 


S. 8, Prov., 18 (I). 
S. 16 (7), P. 10. 

S. 60. 


P. 16 {U). 

P. 16 (15). 

P. 16 [16], 18. 

P. 16 {11). 

P. 16 {12). 

S. 14 {!), P. 10,f5]. 
S. 58, 14 {!), P.^61. 

P. 16 {!). 

P. 16 {2). 

S. 4 {3) (v), P. 16. 


S. 4 {3) {V). 

S. 9 {!) {Hi), 10 {2) {iv), 
P. 31, 42. 

S. 15 {!), {2), P. 10, 53. 
P. 53, 57. 

P. 53. 

S. 16 [1), P. 10 
S. 15 (5). 


P. 16 {18), {19). 
P. 16 {21). 

S. 4 {3) {Hi). 

P. 16 {22). 

S. 4 {3) {v). 

P. 16 {20). 


* Not exempt from super-tax. 
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« 


Exemption from income and super-tax— conc?i?. 
pensions, Military, naval or air forces, invalid 
or wound . . • . ' 

Perquisites — free residences — ^Higli Officials 
Post Office cash certificates, yield of 
Post Office, Government securities purchased 
through; interest on . . • • 

included in total income . • • • 

Post Office Savings Bank, interest on deposits . 
Power of Governor-General to exempt income 
or reduce rate . . . • • • 

Provident Fund, accumulated balance of 
Provident Fund, contribution to* 
included in total income .... 
limit of one- sixth of total income 
Provident Fund, Bail way, gratuity i)aid from 
Provident Fimd, interest on securities of 
Eailway Provident Fund. (Sec Provident 
Fund, Railway, above.) 

Regimental Mess or Bank Fund, compulsory 

payment to 

Ruling Chiefs and Princes, interest on Govern- 
ment securities, held by, in special form 
scholarships for education .... 

Simla House Rent Allowance 
Trade Commissioners in India, salar}* of 
United Kingdom, leave allowance, salary or 
j)ensions paid in .... . 

University, income of, from fees, etc. 
value of rations issued in kind or money 
allowances paid in lieu thereof, to Military 
officers ....... 

wound, gratuities, pensions. (Sec gratuities, 
pensions, above.) 


P. 16 (23), (24). 

P. 16 (27'). 

P. 16 (7). 

P. 16. 

P. 16. 

P. 16 (S). 

S. 60. 

S. 4 (3) (u), P. 18. 

S. 15 (I). 

S. 16 (2), P. 10. 

S. 15 (3). 

P. 16 { 16 ), 18. 

S. 4 (3) (tv), P. 18. 


P. 16 (4). 

P. 16 (d). 

P. 16 (3), 17. 
P. 20. 

P. 16 { 10 ). 

P. 16 { 19 ). 

P. 16 { 9 ). 


P. 16 (25). 


Exchange, conversion of profits of sterling com- 
panies P. 47. 

Extent of Act S. 1 (2), P. 1. 

False return by assessee, consequence of (see 

Penalty, Prosecution) P. 65. 

False statement in declaration, etc., penal offence . S. 52, P. 65. 

Fees,_income of University or educational institu- 
tion from, exempt P. 16 (.9). 

Professional, paid in India to j)erson ordi- 
narily resident in British India, chargeable S. 11 (3), P. 14. 
*“ Salaries ” includes S, 7 (2). 

* Not exempt from super-tax. 
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Fiduciaries, liability of . . . . . S. 40, 41, P. 82. 

indemnification of . . . S. 65. 

Fire Insurance Company, assessment of . . R. 28, 29, 32, P. 100. 

premia deduction when 

allowed . . . S. 9 (1) {in), 10 (2) (iv), 

P. 31, 42. 

Firm, change in constitution, liability to tax for 

previous year attaches to Firm . . S. 26, P. 71, 72. 

distontinuance of, assessment . . . S. 25, P. 71. 

liability of partners for tax . . . S. 44. P. 71. 

notices, how served on . . . . S. 63 (2), P. 97. > 

partners in (registered or unregistered), 

‘ proportionate share of profits included in 
individual total income for income-tax . S. 14 {2){b), 16 {!), P . 52. 
tax payable by, on share, only if firm not 

taxed S. 14 (2) (5), P. 9 (2). 

registration of R. 2-6, P. 9. 

Firm registered, definition S. 2 {14), P. 9. 

application for registration when 
to be made .... Case No. 11. 
assessment of, to income-tax . P. 52. 
assessment to be made, so far as 
possible, on partners . . P. 52. 

partner entitled to refund on 
his share, when individual in- 
come not taxable at maxi- 
mum rate . . . . S. 48, (2) P. 9 {1), 52, 

69, 88. 

partner entitled to set off share 
of loss against individual 
income .... S. 24 (2), P. 69. 
partner in more than one regis- 
tered firm may be allowed 
to set off loss in one against 
profits from another . . P. 69. 

rate of tax applicable, maximum Pin. Act, P. 9 (7). 
taxable minimum, not appli- 
cable Pin. Act. P.9 (1). 

assessment of, to super-tax (not 
liable, partners liable) . . S. 55, P. 9 (7), 92. 

non-resident partners, liability 
of joint partners, for tax on 
share of . . . . S. 57 (7), P. 93. 

such liability limited to tax on 
such share . . . . P. 89. 

change in constitution — ^total in- 
come of members — ^how calculated S. 66 (Prov.). 
registration of .... R. 2-6, P.9. 
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Firm, unregistered, defiuitioa of . • • . S. 2 {16), P. 9. 

assessment of, to income- tax . P. 51. • 
partner, share of loss cannot 
be set off against individual 

• income . • • . S. 24 {2), P. 69. 

rate of tax applicable same 
as in case of individual . Fin. Act. P. 9 {1). 
taxable minimum, applicable ^ Fin, Act. P. 9 (2). 
assessment of, to super-tax — 
liable to super-tax . . S. 55, P. 9 (2). 

partner not liable if firm 
taxed S. 55 Prov., P. 9 (2). 

^ ^ « 

Floatation expenses. (See shares, cost of issuing.) 

Foreign associations, may be declared companies . S. 2 (d), P. 4. 

Foreign business. (See Business abroad.) 

Foreign Consuls. (See Exemptions.) 

Foreign debentures, interest on, when liable . . P. 15, 


Foreign income. (See Non-residents.) 

agriculture, income from, not 
exempt ..... 
business-income, when deemed 
to be received in British India . 
interest on loans advanced in 
Indian States to persons resi- 
dent in British India — when 
not liable .... 
interest on sterling debentures or 
foreign securities, when liable . 
not assessable unless received in 
British India .... 
owner or charterer of a ship 
residing out of British India — 
liability of ... . 

professional fees paid outside 
British India to person residing 
in British India, liable ' , 
salaries paid outside British India, 
when liable .... 

Forest, income from — when not liable 


S. 2 (2), P. 2. 
S.4(2), P. 14. 


P. 14. 

P. 15. 

Case No. 4. 


S. 44A to 44C, 


S. 11 (S), P. 14. 


S. 7 (2), P. 1, 14, 24. 

P. 2. 


Forms — 

Appeal to Assistant Commissioner against 
assessment R, 21. 
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Forms— conffl!. 

Appeal to Commissioner against enliancement R. 22. 

Application for depreciation allowance . . R. 9. 

Application for refund of tax by sbarebolder, 
member of registered firm, or owner of 
securities . . . . . . R, 36. 

Application for registration of firm . . R. 3. 

Assessment form . . . . . R. 20. ' 

Certificate of deduction of tax on interest on 
securities, fumisbed bj’’ Banker . . . P. 59. 

Certificate of deduction of tax on interest on 
securities, fumisbed by Officer paying in- 
terest ....... R. 13, P.60. 

Certificate of Income-tax Officer authorising 
non-deduction of tax on interest on secu- 
rities ....... P. 59. 

Certificate of payment of tax on profits of 
a company . ’ . . . . . R. 14, P, 60. 

Certificate of registration of firms . . . R. 4 (2). 

Demand notice ...... R. 20. 

Depreciation allowance, (see Application, 
above.) 

Return of employees . . . . , R. 17, P. 61. 

Return of income of Company . . . R. 18, P. 62. 

Return of income of individual, firm or Hindu 
Undivided Family . . . . . R. 19, P. 63. 

Statement of interest deducted from securities R. 12. 

Statement of property . . . . R. 19. 

Free quarters, value of, when taxable . . . P. 20. 

Frontier Agency tracts, included in expression 

“ Dominions of Princes and Cbiefs in India ” . P. 1. 

Furniture, depreciation allowance on . . . S. 10 {2) (vi ), R. 8 — 9, 

P. 43. 

replacements mav be allowed instead 
of . . ■ . . . .P.43, 

insurance of, allowance for . . . S. 10 (2) (iv), P. 42 

repairs to, allowance for . . . S. 10 (2) (v). 

Gazette of India, notification in, of appointments of 
Commissioner, Assistant Com- 
missioner or Income-tax Officer 
^ by Central Board of Revenue . S. 5 (-5). 
notification in. of exemptions, etc. S. 60. 
notification in, of rules . . S. 59 (3), (4). 

G 
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Government loan, premium on redemption of — 

not liable ; P. 21, Illustration (4), 

Government, Local (see Local Government). 

Government office, return of employees . , . S. 21, E. 15, 17, P. 61.. 

Y'-f-'K ,r i . . ' 

Government officer, indemnification of, for acts 

done in good faith . S. 67. 

I 

Government officers lent to and paid by Indian 
States — 

Salaries when liable . . . . . P. 24. 

Leave alloawnces and pensions liable . . P. 24. 

Government officers, serving outside British India, 

when liable to tax . . . . . S. 1 (2), 7 {2), P. 1, 24, 

Government officers, serving outside India, when 

liable to tax ...... *P. 25. 

Government of India Promissory notes, cnfaced 
for payment in England, interest on, liable 

to tax . . . . . . .P.15. 

Government of India Securities, — 

income-tax pay- 
able on interest 
on, unless issued 
or declared tax- 
free . . S. 8, P. 26. 

interest on, exempt 
from income- 
tax and super- 
t.ax in certain 

cases . . (See Exemptions.) 

interest on, super- 
tax payale on, 
including those 
free of income- 

tax. . . S. 8, Prov., 58 (2). 

Goverrment of India Sterling Secrurties, interest 

on, when liable P. 15. 

Governor-General, appoints Central Board of 

, Eevenue . . • . . P. 22 (2). 

appoints Commissioners, sub- 
ject to consideration of re- 
commendation of local Gov- 
ernment . . . , S. 5 (3). 
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Governor-General — conid. * 

appointments of Assistant 
Commissioners and Income- 
> tax Officers by Commissioner 

subject to control of 

exercised tbrougb Local 
Government 

power to declsre income exempt 
from tax, reduce rate of tax, 
etc. ..... 
rule-making power of Central 
Board of Eevenue subject to 
control of . 

Gratuity, for services rendered not exempt . 
included in term “ Salaries ” 

Gratuities. (See Exemptions.) 

Ground-rent. (See Allowances.) 

Guai'dian, duly appointed or recognised — 

pension of minor orphans paid to. (See 
pensions of minor orphan.), 
liability of, on behalf of wards 
indemnification of . 
may be called on to furnish list of wards 

Heads o£ income chargeable .... 

High Court, statement of case on point of law to, 
by Commissioner .... 
statement of case on point of law to, 
by Commissioner on application by 
assessce ..... 
assessee must have exhausted appel- 
late powers .... 

[ Commissioner caimot withhold unless 
no point of law involved 
cost to be borne by assessee . 
fee to accompany application 
interest may be allowed by Commis- 
sioner on amount refunded 
payment of tax not to be postponed 
pending ..... 
power of Central Board of Eevenue 
to prescribe fee . 

reference by High Court to Commis- 
sioner . . . . . 


S. 5 {4). 
P. 22 { 2 ). 

S. 60. 

S. 59 (J). 

P. 21. 

S. 7 {!). 


S. 40, 41, P. 82. 

S. 65. 

S. 38. 

S. 6. 

S. 66 (J), P. 99. 

S. 66 (2), P. 99. 

S. 66 (2), P. 99. 

S. 66 (2) (3), P. 99. . 
S. 66 (6). 

S. 66 (2), P. 99. 

S. 66 (7), Prov. 

S. 66 (7), P. 87, 99. 

S. 66 (2), P. 99. 

S. 66 {4), P. 99. 


g2 
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High Court— coni(7. 

refusal of Commissioner to state a 
case, powers of High Court . S. 66 {3), P. 99. 
withdrawal of application by assessee S. 66 {2), Prov,, P. 99. 
refund of fee . . . . S. 66 {2), Prov., P. 99. 

^High Court Rulings— 

-Application under Sections 66 (2) and 66 (3) — 

'''(Question of law to be specified in . . Case No. 21. 

Phikanpur Sugar Concern .... Case No. 2. 

Business — casual gains from — meaning and 

examples of ..... . Cases Nos. 22 & 2't. 

Cesses levied under the Bihar and Orissa 
Mining Settlements Act, 1920, and .Tharia 
Water Supply Act, 1914 — admissi])le as 
business expense ..... Case No. 13. 

Charitable or religious purpose, income from, 
liable before tlie property was settled . Case No. 10. 

Chunilal Kalyandass of Agra . . . Cases Nos. 22 & 23. 

Contracts, wagering — Profits from — ^tax- 

able ....... Case No. 23. 

Evidence — Section 37 — power to call for — not 
restricted i,o that produced by assessee . Case No. 18. 

Excl'.angc — Profits arising from dealings in — Case No. 12. / 

Foreign income not liable unless received into 
British India ...... Case No. 4. 

Plap Jararl Nur Mahomed & Co., (iMcasrs.), 

Payments to Mudibhagidars . . . Case No. 19. 

Illegal fees exacted from tenants . . . Case No. 1. 

Incomes coming within the scope of section 34 Case No. 9. 

Income-tax Officer — Principal place of business 
— powers at ..... . Case No. 25. 

Interest guaranteed by the Secretary of State 

and payable in England .... Case No. 8. 

Isher Das, Dharm Chand — ^Punjab . . Case No. 21. 

Killing Valley Tea Company . . . Case No. 3. 

Lachhmandass Baburam of Cawnpore . . Case No. 25. 

Bachman Dass, Narain Dass of Cawnpore . Case No. 17. 

Lalla Mai Hardeo Dass Cotton Spinning Mill 

Company of Hathras . , . . Case.No. 11. 

Local rate or tax independent of profits — 

admissible deduction .... Case No. 16. • 

Mining rents and royalties .... Case No. G. 

Nedungadi Bank, Ltd., Calicut . ■ . . Case No. 16. 

Non-residents, business connection in British 
India^ ....... Cases Nos. 5 k 14. 

Non-residents, computation of income in- 
come-tax and excess profits duty paid in 
England, not a permiesible deduction . Case No. 7. 
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High Court RnUxigs—conid. 

Partner’s salaries — inadmissible deduction . Case No. 15. 

Premia for settlement of waste land . . Case No. 1. 

Profits of business set apart for charitable 
purposes— not exempt .... Case No. 17. 
Purshottamdas Thakardas, Sir . . . Case No. 24, 

‘ Receive ’ — ^j\Ieaning of ... . Case No. 20, 

Rogers P 3 ^att Shellac Compajij' . . , Case No. 14. 

Sundar Das — ^Rai Bahadur — ^Punjab . . Case No. 20. 

Sugar, manufacture and sale of . . . Case No. 2. 

Tea, manufacture and sale of . . . Case No. 3. 

Vagaraju Venkatasubha}Ta of B. S. i\Iining 

Company Case No. 15, 

Hindu Undivided Family, assessment of, to income 

tax and super-tax . . S. 14 {!), 55, P. 10„ 

51, 92. 

life insurance premia on 
life of male member or 
his wife, exempt, for 
income-tax . . S. 15 (2), P. 53. 

not exempt for sxiper- 
tax . . . . S. 15 (2), 58, {!). 

members or, not taxable 
on individual share . S. 14 {!), 58 {!), Pb 10,. 

51. 

share not included in 

total income . . S. 14 (7), 16 (7), 58 {1}^ 

P. 10, 51. 

notices to, how addressed S. 63 (2), P. 97. 

“ person ” includes . S. 2 (9). 

House property (see Property). 

income from dealings in, when 
taxable . . . , . P. 21. 

House rent allowances, when liable to tax , . P. 20. 

Idiot, liability of guardian or trustee . . . S. 40, 41, P, 82. 

indemnification of guardian . . . S. 65. 

Illegal fees, exacted from tenants . . . Case No. 1. 

Income, agricultural, exempt , , . • , S. 4 (3) (viii), P. 2. 

definition of . . . . . . S. 2 (1), P. 2. 

exemption not applicable to income from 

agriculture abroad . . . . S. 2 (1), P. 2. 

agriculture, partly derived from, 

.assessment of R. 23, 24, P. 2, Cases 

Nos. 2 & 3. 
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Income — contd. 

calculation of, fractions of rupee disregard- 
ed • 

concealment of, penalty for . 
escaping assessment, method of assessing . 

rate applicable ..... 
foreign, when taxable .... 

(See Business abroad — 

Non-residents) 

heads of, chargeable .... 

return of . (See Return of income.) 

return of — 

by company ..... 
by individual, firm or Hindu Undivided 
family . . . . • . 

total. (See Total Income.) _ 

Income-tax, calculation of, to nearest anna . 

Commissioner of. (See Commissioner 
of Income-tax.) 

computation of, income-tax and excess 
profits duty paid in United King- 
dom not a permissible deduction 
deduction of. (See Deduction of In- 
come-tax.) 
direct levy of . 

double, relief in case of income taxed 
both in the United Kingdom and in 
India ...... 

Income-tax Officer, appointment of, by Central 

Board oi Revenue 
appointment of, by Commis- 
sioner (to wliom subordinate) 
appointment of, notification of, 
in Gazette of India 
appointment of, subject to 
control of Governor-General, 
exercised through Local Gov- 
ernment .... 
definition of . 

dismissal of, appeal to Local 
Government 

Increment of pay — appeal to 
Local Government — against 
order withholding — . 

powers of — at principal place 
/ ' of business 


P. 81. 

S. 28 (2). 

S. 34, P. 79. 

S. 34, Prov., P. 79. 

S. 4 (2), 7 (2), 11 (3), 
42, P. 14. 

S. 6, P. 12. 

S. 22 (2), R. 18, P. 62. 

S. 22 (2), R. 19, P. 63. 

S. 36, P. 81. ■ 

P. 49, Case No. 7. 

S. 19, P. 56. 

S. 49, P. 89. 

S. 5 (d). 

S. 5 (4), P. 22 (4). 

S. 5 (5). 

1 

S. 5 (4), P. 22 (2). 

S. 2 (7). 

P. 22. 

P. 22. 


Case No. 25. 
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5ncome-tax Officer — contd. 

power to allow change of pre- 
vious year “ on conditions”. S. 2 {11) {a), Prov., P. 5. 
power to assess resident on 
profits of non-resident in cer- 
tain cases . . . . S. 42 {2), P. 33. 

power to cafi on assessee to 
produce accounts or docu- 
ments . . . . S. 22 (4), P. 66, 84. 

limitation of power . . S. 22 (4), Prov. 

power to call on assessee to pro- 
duce evidence . . . S. 22 (4), 23 (2), P. 67. 

power to call for return of mem- 
bers of firm or Hindu Un- 
divided family . . . S. 38 (7). 

power to call for return of names 

of beneficiaries . . S. 38 (2). 

power to cancel assessment 

when sufficient cause shown S. 27, P. 64. 
power to declare agent of non- 
resident, after notice . . S. 43. 

power to declare principal officer 

of comx^any, etc., after notice S. 2 (72), P. 6. 
power to determine basis for 

computation of income . S. 13, Prov., P. 36. 

appeal against decision . P. 35. 

power to enquire about profits 

of branch business . . S. 64 (4), P. 22 (4). 

power to extend time for return 

of income by Company . S. 22 (7), Prov. 
power to impose penalty for 

concealment of income . S. 28 (7), P. 65. 
assessee to be heard . . S. 28 (7), Prov. 

power to impose penalty for 

default in payment . . S. 46 (7), P. 87. 

power to inspect register of de- 
benture holders . . . S. 39, P.67, 

power to inspect share register 
of Company . . . S. 39, P. 67. 

power to issue certificate autho- 
rising non-deduction of tax 
on interest on securities, or 
deduction at lower rate . P. 58. 
power to issue certificate of 
arrears to Collector for re- 
covery . . . . S. 46 (2), P. 87, 

power to make fresh assessment 

when sufficient cause shown S 27, P.64. 
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Income-tax Officer — concld. 

appeal against refusal to make 
fresh assessment . . S 30 (i), P 75. 

power to rectify mistakes . S. 35 (7), P. 80. 
power to require deduction of 
arrears of tax from salary . S. 46 (d), P. 87. 
power to smnmon persons and 
documents, issue commis- 
sions and talce evidence on 

' oath S. 37, P. 67, 84 

No. 18. 

powers of, to be exercised by 
Assistant Commissioner when 
so directed by Commissioner S. 5 {4), P. 22. 
proceedings before, are judicial 
proceedings . . . S. 37. 

review. Income-tax officer lias 
no general power of . . S, 35, P. 80. 

Income-tax records, Civil Court not to summon . S. 54 (1), P. 91. 

Increase of assessment on appeal. (Sec Assessment, 
enhancement of.) 

Indemnification of Government officers for acts 

done in good faith . . . S. 67. 

of persons deducting, retaining or 
pa^dng tax in respect of income 
belonging to another . . S. 65. 

Indemnity, contract of loss j’ecovcrable under, 

inadmissible . . . . . . P. 37. 


Indian Income-tax, meaning of the expression . S. 49 (5)]^(o). 
rate of tax, meaning of tlie 
expression . . . . S. 49 (2) (6). 


Indian Order of Merit, allowance attached to, ex- 
empt P. 16 (5). 


Indian Princes Agents of, official allowance paid 

to, in British India, 
exempt . . . P. 16 (1). 

Government seemities 
held by, in special 
form, interest on, 
exemi^t . . . P. 16 {6). 


Indian States, Agents of, official allowance 
to, in British India, exempt 


paid 

. P. 16 {!). 




Case 
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Indian States — conid. 

British subject in, application of 

Act. to S. 7 {2). 

• Government servants in, application 

of the Act to ... . ,S. 1 (2), 7 (2), P. 1, 24. 

interest on loans advanced in, to per- 
sons resident in British India, vhen 
not liable . . . . . P. 14. 

officers deputed by, for training in 
British India, salary and allow- 
ances of, exempt . . . P. 16 (2). 

salaries, leave allowances and pen- 
sions of officers lent to, and paid 
by, when liable .... P. 24. 


Information, disclosure of, by public servants, pro- 
secution for .... 
power of Commissioner to sanction . 
disclosure of, to local authorities for- 
- bidden ..... 


S. 54 (7), (2),P. 91. 
S. 54 (I). 

P. 91. 


Injury, compensation for, not liable . . . S. 4 (5) (a), 

gratuity, exempted. (See Exemptions.) 
pensions in respect of, granted to naval, 

military or air forces, exempt . . P. 16 (25). 


Insurance, against loss of profit, premium, when 
an admissible deduction . 
against loss of rent, premium, when'an 
admissible deduction 
Company, non-resident, assessment of . 
policy, loss recoverable under, inad- 
missible ..... 
sum paid in commutation of, 
exempt ..... 
premia. (See allowances and exemp- 
tions.) 

premia, abatement on, ma}^ be allowed 
if claimed within six months 
premia payable in sterling, rate of con- 
version for purposes of abatement 
premia, private employer may give 
abatement for .... 
Society, Provident, interest on secmu- 
ties of, when exempt 


P. 42. 


P. 31. 

E. 35, P. 84, 100. 
P. 37. 

S. 4 (3) (a). 


P. 53. 

P. 53. 

P. 53, 57. 


S. 4 (-3) (n>), P. 18- 
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insurance Company, assessment of . • • 

power of Central Board of Re- 
venue to make rules for 


Interest on arrear of rent of land, wken liable ^ . 

on borrowed capital, allowed in as -ssing 
business ...... 

on deposits in Post Office Savings Bank 
exempt ...... 

on foreign debentures, when liable . 
on Grovernment securities, bold by Indian 
Chiefs and Princes in special form, 
exempt ...... 

on Government secirrities purchased 
through Post Office, exempt 
included in total income 
on Government of India Promissory Notes 
enfaced for payment in England, liable 
on Government of India Securities, ex- 
emption from income-tax in certain cases. 
(See Exemptions.) 

on Government of India Securities, income- 
tax payable on, unless issued or declared 
tax-free ...... 

on Government of India Securities, super- 
tax payable on, including those free of 
income-tax ..... 

on Government of India Sterling Secu- 
rities, when liable .... 

on mortgages, allowed in assessing pro- 
perty ...... 

on partner’s capital, wlien an admissible 
deduction ...... 

on refund of amount deposited by appli- 
cant for statement of case to High Court, 
may be allowed by Commissioner 
on securities, certificate of deduction of tax 
furnished by Banicer .... 

on securities, certificate of deduction of tax 
furnished by officer paying interest 
on securities, certificate of Income-tax 
Officer authorising non- deduction of tax 
on securities, deduction of income-tax at 
source, from. (See Deduction of income- 
tax.) 

on securities held by Co-operative Societies, 
assessable 


S. 59 {2) (a) (n), P. 100, 
R. 25—32, 35. 

S. 59 (2) (a) (ii). 

P. 2. 

S. 10 (2) {Hi), P. 41. 

P. 16 (<9). 

P. 15. 

P. 16 {G). 

P. 16. 

P. 16. 

P. 15. 

S. 8. Prov. {1), P. 26. 

S. 8, 58 (7), P. 26. 

P. 15. 

S. 9 (7) {Hi), P. 30. 

P. 41. 

S. 66 {2), P. 99. 

P. 58. 

S. 18 (.9), R. 13, P. 58. 
P. 58. . 

P. 16. 
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.Interest — condd, 

on securities, income-tax on, Avhen payable 
direct 

on securities issued tax free by Local Gov- 
ernment, tax payable by Local Govern- 
ment ...... 

on securities, meaning of . ... 

on securiti^-s of provident fund or P^o^u- 
d.ent Instance Society 
on tax-free secixrities, taken into account 
in determining tbe total income of 
assessee ...... 

on tax-free securities, of Local Govern- 
ment, tax on, paid by Local Govern- 
ment ...... 

'Invalid pensions, military, naval or air forces, ex- 
empt ....... 

Investment Reserve Fund, of Insurance Company, 
treatment of amounts credited to . 

'Irrecoverable loan, when a permissible deduction 
(See bad debts.) 

Jagirdar — Assigjxment of land revenue to — not 
■ assessable ...... 

judicial proceedings, proceedings before Commis- 
sioner, Assistant Commis- 
sioner and Income-tax 
Officer are 


Xand Revenue- 

Assignment of — to Jagirdar not 
assessable .... 

on business premises, permissi- 
ble deduction 

Leave allowances, paid in United Kingdom, when 
liable. (See exemptions) 

Legacies, lump sums exempt .... 

Legal charges, when inadmissible in assessing pro- 
perty 

Life Insurance Companies (see Insurance Com- 
panies, Insurance 
Society) Provident). 


S. 19, P. 56. 

8, Prov. (2), P. 26. 

P. 19, R. 19, Note 2. 

S. 4 (5) {iv), P. 18. 

S. 8, Prov., 16 (i), P. 10. 

S. 8, Prov. (2), P. 26. 

P. 16 (25), {24). 

R. 30, P. 100. 

P. 38. 

P. 2. 

S. 37. 

P. 2. 

S. 10 (2) (mi), P. 45, 60. 
P. 25. 

P, 21, Illustration (5). 

P. 29. 
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Life Insurance Premia (see Insurance Premia). > 

exemption of . 

claim to, evidence requi- 
red .... 
procedure -when receipts 
produced subsequently 
deduction may be made 
by person paying salary 
(or claimed in asscssee’s 
return) 

exemption in case of Hindu 
Undivided Family . 
included in total income for 
income-tax 

limit of l-6tli of total in- 
come .... 
responsibility of officer de- 
ducting tax at the source 
super-tax, not exempt from 

Limitation on proceedings to recover tax 
inapplicable in case of non-resident 

Loans — irrecoverable. (See Bad debts.) 

Local Authority, establislicd by Governor-Goneral 
in Council, income paid by, to 
British subject or servant of 
His Majesty in any part of In- 
dia, liable .... 
return of employees by 

failure to furnish, prosecution 
for ..... 
Assistant Commissioner’s 

sanction required 

Local Authorities, definition of . 

income of, exempt . 
information regarding assess- 
ments not to be furnished to . 
Local Government, agency rules regulating control 
of, over income-tax matters . 
appeal to, b)’' Assistant Com- 
missioner or Income-tax Offi- 
cer, against order of dismissal 
may direct that income-tax 
should be recovered with 
, municipal tax or local rate, 

etc. • ♦ . . . 


S. 15 (Z), 58, P. 10, 53 
P. 53. 

F. 53. 

?. 53. 

S. 15 (2), ?. 53. 

S. 15 (Z), (2), -16 (J) 
P. 10. 

S. 15 (d), P. 10. 

P. 53, 

S. 15 (7), 58, P. 53. 

R. 46 (7), P. 87. 

8. 42 (7). Prov., P. 87, 


S. 7 (2), P. 1, 14, 24. 
S. 21. B. 17, P. 61. 

S. 51 (c). 

S. 53 (7). 

P. 7. 

S. 4 (3) {in). 

P. 91. 

P. 22 (2). 

P. 22. 


S. 46 {6). 
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Local Government — contd. 

recommendation of, to be con- 
sidered in appointing Com- 
missioner . . . . S. 5 (3). 

secmity issued tax-free bjy in- 
terest on, income-tax pajmble 
1)3' Local Government . S. 8, Prov. {2). 

Local rates, deduction inadmissible in assessing 

propeit\' S. 9 (1) (v), P. 29, 60. 

on business premises, deduction per- 
missible . . . . . S. 10 (2) [vui), P. 45, 50. 

Loss of profit, insurance against premia when an 

admissible deduction . . . P. 42. 


Loss of rent, insurance against, premia rvben an 

admissible deduction . . . P. 31. 

Loss recoverable under insurance, inadmissible . P. 37. 


Loss, set-off of, under one bead of income against 


another bead ..... 

S. 

24 (I), P. 69 

in case of registered firm .... 

S. 

24 (2), P. 69. 

loss under propert}’’ inadmissible . 

P. 

34. 

where assessee is partner in more registered 



firms than one ..... 

P. 

69. 

Losses, previous years’, deduction inadmissible 

P. 

37. 

Lottery, prize in, not taxable .... 

P. 

21, Illustration (2). 

Lunatic, liability of Guardian or trustee 

s. 

40, 41, P. 82. 

indemnification of guardian . 

s. 

65. 

Machinery and Plant. (See Depreciation.) 



Magistrate, defined 

s. 

2(5). 

Manager. (See Fiduciaries.) 



Marginal relief 

s. 

17, P. 55. 

bow to be calculated jn conjunction 



with deductions allowed under 



Section 16 

p. 

65. 

Marine Insurance. (See Insurance Companies.) 



f 

Married women, separately assessable . 

p. 

96. 
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MeclicaJ relief, included in “ Charitable purpose ” . S. i (3) ad fin 

Mercantile basis of accountancy . . . . P. 12, 35. 

Military Cross, allowance attached to, exempt . P. 16 (5). 

Military forces, wound or injury pensions. (See 
Exemptions.) 

Minors, liability of guardians for ... S. dO, 41, P. { 

, indemnification of guardians . . . S. 65. 

Money-lending business, irrecoverable loan, admis- 
sible deduction . . P. 38. 


Motor insurance. (See Insurance Companies.) 

Mudibhagidars — payments to. (See Deductions 
from taxable income inadmis- 
sible — partners’ capital, interest 
on.) 

err 

Municipalities, included in “ Local autliorities ” . P. 7. 


Municipal taxes, deduction inadmissible in assess- 
ing property .... 
on business premises, dodiiction 
admissible in assessing busi- 
ness ..... 

Mutual benefit Sociolies, subscriptions to, -when 
treated as borrowed capital .... 

Mysore Durbar. (See Exemptions.) 


S. 9 (7) (i;), P. 29, 50, 

S. 10 (2) {rnii), P. 45, 60. 

)S. 10 (2] {in). Explana- 
tion, P. 41. 


Naval forces, wound or injury pensions. (See 
Exemptions.) 


New businesses, assessment of . . . . P. 70. 


Non-residents, agent of, assessable 

application of Act to, British sub- 
jects and persons in service of 
Government or local authority in 
dominions of Princes and Chiefs 
in India ..... 
arrears when recoverable fi’oni as- 
sets of .... . 

no limitation on recovery . 


S. 42, 43, P. 83, 84, 


S. 1 (2), 7 {2), P. 1, 24; 

S. 42 (?), Prov., P. 87. 
P. bV. 
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Non-residents 


-contd. 

business connection in British India, 
assessment of profits and gains of 
non-residents from 


casual agents of non-residents 
consignment businesses . 
dividing societies, income how cal- 
culated ..... 
income accruing or arising or deem- 
ed to accrue or arise in British 
India to, taxable 

income of, other than, income from 
business ..... 
Indian agents of non-resident firms 
Indian branches of non-resident 
firms ..... 
Indian firms allied to non-resident 
firms ..... 

insurance compardes, Indian branch- 
es of 

interest on loans advanced in Indian 
states to persons resident in 
British India, when not liable 
powers of Central Board of llevenue 
to make rules regarding assessment 
of ..... . 

profits from business connexioji, 
when deemed to arise in British 
India ..... 

salaries of British subjects or ser- 
vants of His Majesty paid in India 
but outside British India, when 
chargeable .... 
shipping companies, Indian branches 
of 

shipping, occasional — 

Liability to tax of 
owner or chavcerer when to be 
deemed to carry on business 
in Briti h India . 
port clearance not to be granted 
until tax paid 

profits and gains how to be 
determined 


S. 42 (7), (2), E. S3, 34,- 
P. 14, 83, 84, Case Ho.- 
14. 

P. 84 (4). 

P. 84 (3). 

K. 31. 

S. 4 (7), P. 14, Cases Nos.- 
5, 14. 

P. 83. 

P. 84 (3), (4). 

P. 84 (2), E. 33. 

P. 84 (2). 

E. 35, P. 84, (1), 100. 

P. 14. 

S. 59 (2) (a) (w). 

S. 42 (I), K, 33, P. 14, 84 

S. 7 (2), P. 1, 14, 24, 

E. 33, P. 84 (7). 

S. 44(o). 

P. 86. 

S. 44-B. 

S. 44-B, 
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Non-resiflents — concld. 

super-tax, uou-resident partner of 
' registered firm, lia])ility of resi- 
dent partners. . . . . S. o7 (7), P. 03. 

shareholder, resident abroad, liabi- 
lity of principal officer of company 
to deduct su])er-tax from divi- 
dends due to . . . . S. .f)7 (.?), P. 93. 

tax paid for non-resident, credit 
to be given for, in assessing agent S. 07 (3), P. 93. 
taxes paid in other countries, in- 
admissible deduction . . . P. 40, Case No. 7. 


Notice of demand S. 20, R. 20, P. 74. 

Notices, service of S. G3, P. 07. 


Obsolescence. (See Allowances.) 


Offences (see Prosecution) . 

power of Assistant Commissioner 1 o com- 
pound S. 53 {2), P. 54, 90. 


Officer(s) [vSee Government Officcr(s)]. 

Official trustee, liability of, for tax 
indemnificatio)! of 


S. 41, P. 82. 
S. 65. 


Order of British India, allowance attached to, 

exempt . . . P. 10 (5). 

Orphan, minor — Pension of. (See Pensions of 
minor oi’phan.) 

Other sources (see Allowances, Deductions from 
taxable income, Exemptions), 
assessment of income from . . S. 12 (7), P. 27. 

examination fees included under . P. 23. 
income of lessee from leasc-liold 
property, assessable under . . P. 27. 

language rewards included under . P. 23. 
vacant lands, rentals of, taxable 
under . . . . . P, 27. 

owner or charterer of a shi}) residing 
out of British India, liability of . R. 44-A to 44-C. 

“ Paid ” mcvaning of S. 10 (3), P. 35. 

Partners (see Allowances, Deductions from tax- 
able income, Firms), 

Penalty (sec Prosecution). 
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Penalty for concealment of income . . . S. 28 ( 1 ), P. 66. 

notice to assessee before imposition . , S. 28 ( 1 ), Prov. (2). 

prosecution on same facts, barred . . S. 28 (2), Prov. ( 2 ), P. 66< 

Penalty for default. Income-tax officer may impose S. 46 ( 2 ), P. 87. 
recovery of . . . . . . S. 47, P. 87. 

Penalty for failure to deduct tax, personal liability S. 18 (7), P. 66. 

Pension, included in “ salaries ” . . . . S. 7 (2), P. 23. 

Pensions (see . “ Allowances,” “ Deductions from 
taxable income,” “ Exemptions ”). 

Pensions of minor orphan, paid to bis mother 
or guardian not to be included in the 
taxable income of the mother or guar- 
dian . . . , . . P. 96. 

Pensions of officers lent to Indian States, liable . P. 24. 

Pensions p aid in United Kingdom, when liable . P. 25 (See Exemptions). 

Perquisites, included in “ salaries ” . . . S. 7 (2), P. 23. 

, or benefits, not convertible into 

money, when exempt . . . P. 20. 

special, for specific purpose, when 
exempt . . .' . . S. 4 (<3) (vi), P. 20. 

“ Person ” defined . . . . . . P. 3. 

Person, includes Hindu Undivided Family . . S. 2 ( 9 ). 

Personal expenses, deduction inadmissible . . P. 37. 

Place of assessment S. 64 (2), ( 2 ), ( 3 ), P. 98. 

Plant (see “ Depreciation,” “ repairs ” under 
“ Allowances in assessing business ”). 

Plant, includes shafts, sidings and tramways in coal 

mines P. 43. 

Poor, relief of, included in “ charitable purposes ” S. 4 (5) ad fin. 

“ Post ” means “ Registered post ”, . . P. 97. 

Post-notices may be served by . . . . P. 97. 

Post Office, Cash Certificates (see Exemptions). 

Government securities purchased , 
through (see Exemptions). 

Savings Bank (see Exemptions). 


H 
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Postponement of. collection (see Eecovery of tax). 

Premium for settlement of waste lands, etc., not 

liable Case No. 1, P. 2. 

for transfer of holdings, liable . . Case No. 1, P. 2. 

insurance (see Allowances, Exemptions, 

Insurance). 

on issue of shares, not liable . . . P. 48. 

I on redemption of Government loan not 

taxable P. 21, Illustration (4). 

“ Prescribed,” meaning of S. 2 (10). 

Presents, Expenditure on, inadmissible as a deduc- , 

tion . . • * ... . . 37 . 

‘ Previous publication,” meaning of . .• . P. 94. 

Previous year,” defined S. 2 (41), P. 5. 

assessee’s option in regard to S. 2 (11) (a), P. 5. 

restriction on . • . S. 2 (11) (a), Prov. P. 5. 

power of Central Board of Ee- 
venue to declare . . . S. 2 (11) (b), P. 5. 

delegation of power to Com- 
missioners. . . . P. 5. 

extent of delegation . . P. 5. 

power of Income-tax Officer in 
regard to change of . . S. 2 (11) (a), Prov. P. 6. 

Principal OJOficer ” of company, etc., defined . S. 2 (12), P. 6. 
certificate of payment of tax 
on profits to be furnished 
by . . . _ . . S. 20, E. 14, P. 60, 88. 

prosecution for failure to 
furnish . . . . S. 51 (6). 

return of employees by . . S. 21, E. 15, P. 61- 

prosecution for failure to 
furnish . . . . S. 51 (c). 

return of income by . . S. 22 (1), E. 18, P. 62. 

failure to furnish, prosecu- 
tion for . . . S. 51 (c), P. 62, 64. 

forfeiture of right of 
appeal . . . . S. 30 (1), Prov., P. 64. 

power of Income-tax Offi- 
cer to extend time for . S.' 22 (1), Prov. 

Principal place o£ business, determination of . S. 64 (1), (2), (3), P. 98. 
Powers of Income-tax Officer at . > . , Case No. 25, 
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Private employer, deduction of tax by, from 
salaries! 

Professional earnings, assessment of . . . 

expenditure allowable 
personal expenditure, not 
allowable 

Professional fees, paid outside Britisli India, when 
liable 

Profits, book, when included in income 

Promissory Notes, Government of India, enfaced 
for payment in England, interest on, liable 

Property, assessment of (see Allowances in assess- 
ing jKopertj-) 

no set-off of loss under, allowed 

Property, annual value defined .... 

differs from actual rent 
limit of 10 per cent, of “ Total in- 
come ” , 

“ total income ” defined 
business premises, not included in 
collection charges, maximum 
reduction in case of vacancies 
evidence required to support claim lor 
allowances ..... 

lands not attached to buildings, not 
included under .... 

lease-hold property, lessee’s income from, 
chargeable under “ other sources ” 
loss of rent, insurance premia, when 
allowed ...... 

vacancies, allowance for 

claims only admissilfie in respect of 
property usually let . • . 

vacant lands, rent of, taxable under 
“ otlier sources ” . . . . 

Proprietors (see references to Partners under 
“ Allowances,” Deductions from taxable in- 
come, inadmissible, " Eirms ”). 

Prosecution for disclosure of information by 
public servant .... 
Commissioner’s sanction required 
exceptions 


S. 18 (2), P. 23, 57. 

S. 11 (i), P. 35. 
vS. 11 (2), P. 60. 

S. 11 (2). 


S. 11 (3), P. U. 
P. 3.5. 


P. 15. 


S. 9 (7). 

S. 9 (7), Prov., P. 34. 

S. 9 (2), P. 28. 

P. 28. 

vS. 9 {2), P. 28. 

P. 28. 

P. 27. 

S. 9 (7) (to), K. 7, P. 32. 
8. 9 (Z) ivii), P. 33. 

P. 30, 32. 

P. 27. 

P. 27. 

P. 31. 

B. 9 (7) {mi), P. 33. 

P. 33. 

P. 27. 


S. 54 (2), P. 8, 91. 
S. 54 (2), Prov. 

S. 54 (2), Prov. 
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Prosecution — contd. 

for failure to deduct tax or arrears 
of tax 

for failure to furnisli certificate of 
deduction of tax from salaries or 
interest ..... 

for failure to furnisli certificate of 
payment of tax on the profits of 
company ..... 

for' failure to grant inspection of 
register of members of company, 
etc. ...... 

for failure to make return of em- 
ployees ..... 

for failure to make return of income . 
for failure to make return of mem- 
bers of firm or Hindu Undivided 
Family ..... 

for failure to make return of names 
and addresses of beneficiaries 
for failure to produce accounts or docu- 
ments ..... 

for false statement . . . ‘ . 

Assistant Commissioner to direct 
prosecutions as above (S. 51 and 

52) 

stay of, by Assistant Commissioner. 

Provident Funds (see Exemptions). 

application of exemptions . 
private, contributions to, by 
employers, when admissible 
private, not to be directly assessed 
to income-tax and super-tax . 
exemptions^do not apply to . 
Railway. (See Exemptions.) 

Public servant, definition of . ♦. . . 

disclosure of information by, pro- 
secution ..... 
indemnification of, for act done in 
good faith .... 

Public utility, objects of, included in “ Charitable 
purposes” 

Ballway administration, instructions for obtaining 
information from ..... 


S. 51 (a). 

S. 51 (6). 

S. 51 (6). 

S. 51 (e). 

S. 51 (c). 

S. 51 (c), P. 64. 

S. 51 (c). 

S. 51 (c). 

S. 51 (d), P. 66. 

S. 52, P. 65, 75. 

S. 53 {!), P. 65, 90. 

S. 53 (2), P. 90. 

S. 4 {3) (iv), (r), P. 18, 19 
P. 46. 

P. 3. 

P. 18. 

S. 2 {13), P. 8. 

S. 54 (2), P. 8, 91. 

S. 67. 

S. 4 (d) ad fin. 


P. 67. 
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JRailway bookSj power of income-tax authorities to 
call for . 

Hailway Provident Fund (see ExemiJtious). 

JRailwaySj assessment of, allowances 

renewal charges admissible . 
rolling stock, depreciation on, inadmis- 
sible 

interest guaranteed by Secretary of State 
and payable in England— not liable . 

JBate of Exchange, conversion of sterling profits 

Rate of tax, Indian, meaning of . 

Bates of tax 

; power of Governor General to reduce 

Rations 

Issued in kind, value of, to Military officers, 

exempt . 

Money allowances paid in lieu of, exempt 

Beceipt to he granted for tax paid 

Beceipts, casual, when exempt .... 

Examples .... 

“ Beceive ” — Meaning of — .... 

Beceiver, liability of, to pay tax .... 

indenmification of ... . 

Receiver of rent in kind, sale of produce by, income 
from, exempt 

Records, income-tax. Civil Court not to call for 

Recovery of penalties 

Recovery of tax, arrears of tax . 

, deduction of, from salar}’- . 

deduction at source no bar to other 
methods of . 
limitation for . 

inapplicable in case of non-resi- 
dent . • . . • 

non-resident, recovery from 
, assets ..... 
non-resident shareholders, super- 
tax, liability of principal officer 
of company .... 


S. 37, P. 67. 

P. 43. 

P. 43. 

P. 43. 

P. 14, Case No. 8. 

p. 

S. 49 (2) (6). 

Pin. Act.'S- 
S. 60, P. 16. 

P. 16(25). . 

P. 16 {25). 

S. 62. 

S. 4 (5) {vii), P. 21. 

P. 21. 

Case No. 20. 

S. 41, P. 82. 

S. 66.'; ■ 

P. 2. 

S. 54 (7).^ 

S. 47, P. 87. 

S. 46, P. 87. 

S. 46 {5), P. 87. , 

S. 18 (8). 

S. 42 (7), Prov., S. 46 (7). 
S. 42 (7), Prov., P. 87. 

S. 42 (7). 

S. 57 (2), P. 93. 
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Recovery of idx—contd. 

non-resident, super-tax, liability 
of fellow partners in registered 

fii'in ..... 

S. 57 (Z), P. 93. 

jjenalty for default 

S. 46 (1). 

promptitude in, importance of 

P. 87. 

suspension of, pending appeal, 

discretional .... 

S. 45, Prov., P. 87. 

, pending statement to High. Court, 

forbidden .... 

S. 66 (7), P. 87. 

taxj’wben payable 

S. 45, P. 87. 

Rectification of mistake by Income-tax Officer 

S. 35, P. 80. 

assesses to sliow cause against enliancement . 

S. 35 (i), Prov. 

Income-tax officer has no general power of 

review . * . 

S. 35 (7), P. 80. 

Redemption of Government loan, premium on, not 

liable 

P. 21, Illustration (4). 

Reference to High Court (see High Court). 

e* 

Refund of fee deposited by applicant for refer- 

ence to High Court ..... 

S. 66 (2), Prov. 

Refund, application for ..... 

E. 36-40, P. 88. 

limitation ...... 

S. 50, P. 88. 

personal presentation unnecessary . 

R. 40, P. 88. 

to owner of security .... 

S. 48(5), R;37, 38, P.10,. 
56, 58, 88. 

in Indian States .... 

P. 58. 

to partner in registered firm . 

S. 48 (2), P. 9, 10, 52^ 
69, 88. 

to person assessed on salary . 

S. 48 (5), P. 56. 

to shareholder in company 

S. 48 (7), R. 37, 38,. 
P. 10, 60, 88. 

Refunds, limitation ...... 

S. 50, P. 88. 

to be obviated ..... 

P.' 52, 56, 58, 88. 

Regimental Mess or Band Fund, compulsory subs- 

eriptions to, Exempt . . ; . . 

P.16 (4). 

Registered Firm (see Firm, Registered). 

Relief (see “ Allowances,” “ Deductions from tax- 


able income,” “ Double income-tax,” “ Ex- 
emptions).” 

Relief, marginal ...... 

S. 17, P. 55. 

medical, included in charitable purposes . 

S. 4 (5) ad fin. 

of poor, included in charitable purposes . 

g. 4 (5) ad fin. 
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Eeligious or charitable institutions, pui-poses and 
trusts (see “ Exemptions,” “ Charitable insti- 
tutions, purposes and trusts ”), 

Rent (see “ Allowances, in assessing business ”). 

Eental value (see “ Property, annual value ”). 

/ 

Rental value, of business premises, inadmissible 

deduction P. 37. 

Rent-free residences, value of, when taxable , P. 20. 


Rent-(ground). (See “ Allowances in assessing 
property.”) 

Rent-in-kind, sale of raw produce by receiver of, 

exempt. P. 2. 

Rents and Royalties, mining, assessment of in- 
come from, cesses not ad- 
missible deduction . . P. 50, Case No. G. 

not income from business . Case No. 6. 


Requisition (see Notices). 


Reserves, for bad debts, equalisation of dividends, 
insurance, pension, provident funds, 
superannuation funds, sums placed to 
inadmissible deduction 
for loss on, or depreciation of securities, 
etc., sum placed to by Insurance Com- 
pany, admissible deduction 
fornnexpired risks, or outstanding lia- 
bilities, sum placed to by Insurance 
company, treated as expenditure 

Return, of employees 

prosecution for failure to furnish 
to whom to be made .... 


P. 37, 42, 46. 


R. 30. 


R. 29, P. 100. 

S. 21, R. 15—17, P. 61. 
S. 51 (c). 

P. 61. 


Return o£ income, by person other than company . 

revised .... 
by princiapl officer of company . 
failure to furnish, basis of assess- 
ment ..... 
cancellation and re-assess- 
ment when cause shonm 
appeal against refusal to 
make 


S. 22 (2), R. 19, P. 63. 
S. 22 (3). 

S. 22 (7), R. 18, P. 62. 


S. 23 (4). 

S. 27, P. 64. 

S. 30 (Z), P. 64, 75. 


K 
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Return of income — cmtd. 

forfeiture of right of appeal . 

Proseciitiou for 
false retiu'u, penalty for 
prosecution for . 

sanction of Assistant Com- 
missioner 

prosecution and levy of penalty 
on same facts barred . 

importance of obtaining 
obligatory, on Income-tax offi- 
cer to call for , 

Returns, assessee himself must sign 

income-tax officials should assist assessee 
to fill up ..... 

Review, Commissioner’s powers of . . . 

Assessee’s right to be heard 
Commissioner’s power to order further 
enquiry by subordinate officer 
Income-tax Officer has not general power 
of 

Rules, power of Central Board of Revenue to make 

Salamis (premium for recognition of transfer of 
holding), not exempt ..... 

Salaries (see “ deduction of income-tax,” “ exemp- 
tions,” “ refunds ”). 

definition of . . ... 

earned outside India, when taxable 
examination fees, when not taxable under 
income from, included m income of year 
in which received .... 
language rewards, when not taxable 
under ... .... 

of officers lent to and paid by Indian States 

when liable 

paid in United Kingdom, when exempt . 
paid outside British India, in India when 

liable 

partner’s not admissible deduction . 
withheld under Court’s order, taxable 

Scholarships, exempt (see “ Exemptions ”) . 


S. 30 (I), Prov., P. 61, 
73. 

S. 51 (c), P. 64. 

S. 28, P. 64, 65. 

S. 52, P. 65, 75. 

S. 53 (7), P. 65. 

S. 28 (1), Prov., (2), P. 
65. 

P. 64, 75. 

S. 22 (2), P. 64. 

P. 68. 

P. 64. 

S. 33, P. 22 (2), 78. 

S. 33 (2), Prov. 

S. 33 (2), P. 78. ■ 

S. 35, P. 80. 

S. 59, P. 22 (7), 94. 


P. 2, Case No. 1. 


S. 7 (7), P. 20, 23. 
P. 24. 

P. 23. 

P. 23. 

P. 23. 

P. 24. 

P. 25. 

S. 7 (2), P. 1, 24. 
P. 37. 

P. 23. 


. P. 16 (5), 17. 
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Securities (see “ Deduction of income-tax,” “ ex- 
emptions,” “ interest,” “ refunds ”). 
appreciation of, treated as income to 
Insirrance Company . . . . R. 30, 

depreciation or loss on ... 
sums placed to reserve for or written ofi 
by Insurance Company, admissible 

deductions R. 30. 

interest on loan for purchase of, ]per- 

missible deduction, when . . . P. 26. 

interest on tax free, included in total in- 
come S. 16 (7), P. 26. 

meaning of P. 19, 26. 

Securities and shares, forming part, of capital, 

appreciation or depre- 
ciation of, not taken 
into account in calculat- 
ing income . . . P. i3. 

profit on sale of, forming 
part of reserve, not tax- 
able . . . . P. 43. 

profits of speculation in, 
taxable . . . . P. 43. 

Set-off, of interest on loan, against income from 

securities . . . . . . P, 26. 

of loss under one bead of income against 
profit under another . . . . S. 24, P. 69. 

no set-off, of loss imder property . . S. 9 (7), Prov., P. 34. 

securities or shares — interest 
on borrowed money in- 
ve :;ted in — excess of over 
interest or dividend 
received — other taxable 
income . . . . P. 69. • 

Sat-off of tax, as alternatr/e to refund, to persons 

assessed cm salaries, and owners of securities . P. 56, 58, 88. 

Shafts in mint s, depreciation on . . . .P.43. 

Shareholder (see Dividend). 

Shores, cost of issuing, not admissible as business 

exp'msc . . . . . . P. 48. 

premia on issue of, not liable to tax . P^ 48, 

Shares and securities (see Speculation). 
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Shipping companies, assessment of . . . S. 42 (i), R. 33, P. 84 { 1 ). 

British — assessment of, . . . P, 85, 

Shipping, occasional- 

liability to tax of , , . , . S. 44-A. 

owner or charterer when to be deemed to 

carry on business in British India , . P. 86, 

port clearance not to be granted until tax 
paid S, 44-B. 

profits and gains how to be determined , . S. 44-B. 

Sidings in Mines, depreciation on . . . P. 43. 

Societes anonymes P-4. 

Speculation, in house property, profits assessable . P. 21, Illustrntion (7). 
in shares and securities, profits assess- 
able ...... P. 43. 

Statement o£ case (see High Court). 

Stay o£ prosecution by Assistant Commissioner . S. 53 ( 2 ), P. 90. 

Stay o£ recovery o£ tax (see “ Recovery of tax, sus- 
pension of ”). 

Sterling Companies, profits of, conversion method P. 47. 

Sterling debentures, interest on. when liable . . P. 15. 

1 

Sterling securities, Government of India, interest 

on, when liable . . . , . . P. 15. 

Succession to business S. 26, P. 71, 72. 

Sugar, manufacture of, profits of, taxable . . P, 2, Case No. 2. 

Superannuation Funds, employers, contributions to, 

when an admissible deduction . . . P. 46. 

Superannuation Reserves, sums placed to, wlien an 

admissible deduction P. 46. 

Super-tax, allowances admissible for super-tax (see 
Allowances). 

chargeable on income of individual, 

Hindu imdivided family, company, 
unregistered firm or other association, 
not being a registered firm . . S. 55. P. 9, 10, 92, 

^ companies, taxable at flat rate . . Rin, ^ct, P, 9^, 

exemptions from income-tax applicable 
to super-tax (see Exemptions). 
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Super-tax— 

exemptions from income-tax inapplicable 
to super-tax (see Exemptions). 

Firms, registered, not liable . . S. 55, P. 9 (2), 92. 

partners in, liable . . . . S. 14 (2) (b), 68 (2), P. 9 

(2), 92. 

partners, non-resident, liability of resi- 
dent partners for tax due on share of S. 57 (2), P. 93. 
credit to be given for tax so deducted, 
in assessing agent . . . . S. 57 (3). 

liability restricted to tax on share . S. 57 (2), P. 93. 

Firms, unregistered, liable as indivi- 
duals S. 55, P. 9 (2), 92. 

partners liable if firm not taxed . . S. 55, Prov., P. 51, 92. 

partners not liable if firm taxed . S. 55, Prov., P. 9 (2), 92. 

Hindu Undivided Farmly, taxed as in- 
« dividual, member not taxable on share, 

whether family taxed or not . . S. 14 (2), 16 (2), 60. 

P. 10, 51, 92. 

shareholders in companies, liable on 

dividends S. 14 (2), 55, 58 (2), 

P. 92. 

principal officer of company to de- 
duct tax on dividend of non-resi- 
dent S. 57 (2), P. 93. 

credit to be given for Bunrso deducted 
in assessing agent . . . S. 57 (3). 

refund not admissible . . . S. 48 (2), 58 (2), P. 92. 

tax, inadmissible deduction from tax- 
able income . . . . . P. 37. 

tax, payable direct, not by deduction 
(except in the case of non-resident 

shareholder) S. 57 (2), 58 (2), P. 10. 

total income, defined .... S. 56, P. 10, 92. 

Suspension of collection (see “ Recovery of tax, 
suspension of ”). 

Tax (see “ Allowances,” “ Deductions from tax,” 

“ Double income-tax ”). 


T^x-free securities (see “ Securities ”). 

Tea — 

profits from the manufacture of, taxable 
taxable profits— how to be determined . 

Total income, definition of, for income-tax . 
( [for super-tax 


. P. 2, Case No. .3. 

. P. 2. 

. S. 2 (25), 16, P. 10. 
. S. 56, P. 10, 92. 
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Trade Commissioner, salar}^ of, exempt 

Tramp steamers (see “ Shipping, Occasional ”). 

Tramways, Electric, depreciation on . 

Tramways in mines, depreciation on . 

Treasury bills, tax not deducted from yield of 

Trustee, liability of, for beneficiary 
indemnification of . 

may be called on to fm’nish list of benefi- 
ciaries ...... 

(official). (See Official Trustee.) 

Trusts (see Charitable institutions, Charitable pur- 
poses) ....... 

Trusts, mixed, enquiry into application of income . 

proportion of expenses of manage- 
ment allowable .... 

Turn-over, assessment on basis of percentage on . 

Unexpired risks, sums placed to reserve for, by 
Insurance Company, treated as Expendi- 
ture ........ 

United Kingdom, income-tax paid in, deduction 
inadmissible .... 
income-tax, meaning of, and ex- 
cess profits duty . 

United Kingdom income-tax, relief in respect of 
double taxation ..... 

United Kingdom, leave allowance, salary or pen- 
sion 01 officers paid in, exempt 

of private employees, paid in, when exempt 
Universities. (See Exemptions.) 

Urban areas, rent of vacant lands in, wlien liable 
to tax (under other sources) 

Uttarayan (illegal exaction), not agricultmal in- 
come, not exempt ..... 

Vacancies, allowance for ..... 

inadmissible in respect of property ro-- 
servsd for owner’s occupation . ~ 


P.' 16 {10). 

P. 43. 

P. 43. 

P. 21 , Illustration (4), 57 

S. 40, P. 82. 

S. 65. 

S. 38. 

P. 17. 

P. 17. 

P. 17. 

E. 33, 34, P. 84. 

E. 29, P. 100. 

P. 50, Case No. 7. 

S. 49 {2) (c), P. 89. 

S. 49, P. 89. 

P. 16 {18), {20). 

P. 25. 

P. 27. 

Case No. 1. 

S. 9 (/) {vii), P. .33. 

P. 33. 
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Vacant land (see “ Urban areas,” above). 

Verifications, assessee himself must sign 

Victoria Cross, allowance attached to, exempt 

Wasting assets, depreciation on, inadmissible 

Witnesses, summoned under Section 37, scale of 
diet money and travelling expenses 

Women, married, separately assessable 

Wound and injury pensions, and gratuities. (See 
Exemptions.) 


P. 68. 

P. 16 (d) 
P. 43. 

P. 06. 
P.96. 
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section 46. The issue of a notice of demand is not a proceeding for the 
purpose of this section. 

The above remarks regarding recovery of tax apply also, under the 
provisions of section 47 to the recovery of any penalty imposed under 
section 25 (2), section 28 or section 46 (1). 

88. Refunds of Income-tax. {Section 48 .) — ^Refunds are necessitated 
owing to the system of taxation at the source, which occurs in the case 
of the tax on companies and on registered firms (section 48 (7) and (2) ), 
and of deduction at the source, which occurs in the case of “ interest 
on securities ” and “ salaries ” (section 48 (<3) ). In both these cases 
the rate of tax appropriate to the “ total income ” of the recipient (the 
shareholder, partner, security-holder or salaried person) is not known at 
the time that the tax is assessed or deducted. As stated in paragraph 58, 
in order to simplify the procedure in connection with refunds section 18 
(9) makes it obligatory upon the person deducting income-tax from “ in- 
terest on securities ” to issue to all security-holders a certificate specify- 
ing the amount of the tax deducted from the interest and the rate at 
which it jjas been deducted; and similarly section 20 (see paragraph 60) 
requires the principal oflS^cer of a company distributing dividends to issue 
to shareholders a certificate .stating that the company has paid or will 
pay income-tax on the profits that are being distributed. Tliese certi- 
ficates (or in the case mentioned in paragraph 59, a certificate by a bank) 
must be accepted by Income-tax Officers as conclusive proof that tax has 
been paid. 

Tor the reasons given in paragraph 60 the Income-tax Officer for pur- 
poses of refund in the case of dividends, has to assume that the dividends 
mentioned in the certificate were taxed at the maximum rate current on 
the date when the dividends were declared. In the case both of dividends 
and of interest on securities, the tax deducted has to be added to the 
“ net ” dividend or interest paid for the purpose of calculating both the 
“ total income ” of the applicant and the amount of refund due [see 
paragraph 54, and section 48 (7)]. 

Applications for refund under the provisions of rule 39 can now be 
made to the Income-tax Officer of the district in which the applicant is 
chargeable directly to income-tax or, where he is not chargeable directly 
to income-tax, to the Income-tax Officer of the district in which he ordin- 
arily resides and such Income-tax Officers are required to give the 
refunds. The applications need no longer be made, as under previous 
rules, to the Income-tax Officer of the area in which the income-tax was 
paid. In cases where the applicant is not resident in British India, 
the application should be made to the Income-tax Officer of the district 
or area in which he was last charged directly to income-tax when so 
resident, or if he has never been so resident, to the Income-tax Officer 
of the district or area where the income-tax for the refund of which 
application is made was deducted. 

The necessity for refunds of tax on Government securities can be 
avoided, by the procedure laid down in paragraph 58, in the case of 
persons who are either not liable to the tax or who have a taxable income 
which is sufficiently stable to justify the Income-tax Officer is assuming 
that the rate applicable to the total income is not likely to move from 
one grade to another. Again, as has been pointed out in preceding 




